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Preface by Chairman Mads Dahl Andersen

Profitability restored in 2018

The changes in market conditions enabled a return to
satisfactory earnings for FK Distribution and hence for
North Media A/S.

Since operations began in 1965, the core of North Me-
dia’s business concepts has been “dissemination of of-
fers and information to consumers”, and this is still the
core of the activities undergoing change. Customers in-
creasingly demand that they can see a direct link be-
tween the money they spend on marketing and their
own sales. This necessitates our media coming closer
to the actual purchase transaction, and this is an excit-
ing and ambitious challenge.

At the same time, FK Distribution and North Media
Aviser do not “only” compete with PostNord and the
other door-to-door distributed free newspapers any
longer, but today increasingly with such media as Face-
book and Google.

Now profitability has been restored, and we have learnt
that even though digitalisation changes the business
models, the core services do not change. This is why we
must maintain and develop our core product where dig-
italisation permits this, while creating competitive ad-
vantages based on our core competencies.

North Media’s objectives are profitability and growth,
which are produced by focusing on our core business
segments while also developing new supplementary

market-conform products and business models. Like
we did with the NoAds+ arrangement.

Strong execution by FK Distribution

After many years of too low prices, we introduced a new
pricing model to ensure a fairer price level and a con-
sistent pricing structure for our customers. Already in

2018, we realised much of the potential produced by the
change in market conditions, which is very satisfactory.

The marked change has put pressure on the entire or-
ganisation and particularly the packing and distribution
functions. We have invested many resources into up-
ping capacity and into solving the huge packing and dis-
tribution task. We have come far and have almost com-
pleted the adjustments to the new market conditions.

Market adjustments at North Media Aviser

In 2017, we adjusted activities to an expected decline in
the weekly newspaper market, yet this decline proved
to be of unexpected proportionin Q1 2018.

This is why we have adjusted activities and the organi-
sation in 2018. Forward the editions have been reduced
to mid-week newspapers in the capital area and the El-
sinore area as well as editions of Helsinggr Dagblad.

North Media Online breaking even

Our Online business made headway in 2018 with a
heavy improvement in earnings and break-even in H2
2018.

Lejebolig activities hold a strong market position in
Denmark and generated growth in both revenue and
earnings. The Job operations were restructured and re-
duced the loss.

Targeted efforts are being made to align the business
models of the online operations and enhance scalabil-

ity.

Focus of BEKEY
BEKEY too has been challenging for us yet we are still
convinced that an interesting market exists for our so-

lutions. A new large contract signed with the City of Co-
penhagen’s Home Care Service in 2018 corroborates
this.

We have made a change in management and appointed
a new Chief Executive Officer. The strategic focus is on
fewer markets and products and to work determinedly
from this basis on producing profitability and providing
a foundation for growth.

Execution of the strategy for the business segments in
2019

At FK Distribution, we expect the market for un-
addressed distribution of newspapers and printed mat-
ter to continue to decline. We do not know at what pace,
but FK Distribution is working determinedly to adapt to
market developments in the short term as well as the
long term and to sustain satisfactory earnings.

North Media Aviser is challenged, however, using pri-
marily the capital area as a basis, it has an attractive

market area to distribute profitable newspapers that

are complemented by digital services.

North Media Online is active in several attractive mar-
kets with good potential for the right digital solutions.
We are working determinedly to align the business
models with each other in the areas where we are ac-
tive. In doing so, we can gain important experience and
synergies that may be used across business areas and
models. North Media Online expects to realise a profit
in 2019.

BEKEY is now "on track”. The selection of product and

market areas is narrower, and targeted efforts are
made to create a profitable business.

North Media A/S Annual Report 2018 | 3



Group profit for 2019 is expected to be on a par with

that for 2018

To the Group, 2018 proved a turning point with a sub-

stantial increase in revenue and earnings. We cannot

expect the same increase in 2019. Due to less printed

matter, FK Distribution expects a profit that is a little

lower whereas North Media Online is expected to pro-
duce a handsome rise in earnings and a profit for the

first time. Overall, the Group expects EBIT before spe-
cialitems for 2019 to be on a par with that for 2018.

We have a strong desire to distribute dividend, and we
therefore look forward to recommending to the Annual
General Meeting that a dividend of DKK 3.0 per share
be distributed. With the improved prospects for the next
year, the need for further consolidation is not so para-
mount any longer, although the challenges we are fac-
ing still require solid capital resources.

I would like to conclude by thanking our many talented
and dedicated employees for yet another great effort.
Finally, | would like to thank our shareholders for their
backing and patience and last, but not least, our many
fine customers who support our business.

Chairman of the Board of Directors,
Mads Dahl Andersen
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Performance in 2018

In 2018, total revenue of the North Media Group’s com-

Group financial highlights for 2018 (vs. 2017), DKKm

panies went up by 27% on 2017. This growth is primarily Revenue EBITDA before special items* | EBIT before special items*
T prices for itrbuting unadireased pinted matter 1,144.9 137.2 109.7
continuation of the changes in conditions in this mar- Lo 1254 el
ket.
The Group’s performance improved significantly and Original outlook for 2018, DKKm Outlook for 2018 at 7 December 2018, DKKm
more than originally expected at the onset of the year.
The primary reasons are that the costs of enlarging the Revenue Revenue
capacity of FK Distribution did not increase as much as 1 '090-1 '155 Around 1 '140
expected and also that the operating losses of North EBIT before special items EBIT before special items
Media Online and BEKEY were reduced.
60-95 107-110

Better than expected

e Adjustments of FK Distribution’s production facilities as a consequence of the
rise in volume and the shift to two weekly nationwide distributions.

e BEKEY’'s headway in the municipal market and retention of existing municipal
customers.

As expected

e Improvement of FK Distribution’s earnings because of changed market condi-
tions

e New products and functionality of minetilbud.dk have resulted in more users
and the signing of customer contracts based on new pricing.

e Growing revenue of the Lejebolig unit in Denmark and development of digital
products to service lessors. Also, launch of SoWohnt in Germany.

e Start-up of BEKEY distribution concept in Norway.

Not as expected
e Developmentin the revenue of North Media Aviser. Weaker market develop-
ments made it more difficult to launch new products and commercial activi-
ties.
e Developmentin the revenue of BEKEY's construction segment.
*Definition of "EBITDA before special items” and "EBIT before special items” is evident from the ratio definition in Note 3.
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Development in the Group’s

business segments

FK Distribution

Major increase in volume of local newspapers and
printed matter resulting from inflow of new cus-
tomers. Focus on building up increased capacity.
Adjustment of capacity of the packing and distribu-
tion functions.

New pricing model.

Development of digital services on minetilbud.dk.

2018 (2017), DKKm

Revenue
PRK]
(671)

EBIT before special items
139
(37)

North Media Aviser

Organisational restructuring and cost savings.
Staff reduced to a total of 73 at yearend 2018.
Launching of the business newspaper Erhverv Kg-
benhavn.

Heavy decline in business from real estate agents.
Discontinuation of all weekend editions.

Revenue
107
(125)
EBIT before special items
-9
(-9)

North Media Online

The Lejebolig unit has launched two new digital
products and a housing portal in Germany
(SoWohnt].

Roll-out of Brandero and further reorganisation of
the Job operations.

Improved earnings and break-even in H2.

Revenue
81
(85)

EBIT before special items
-4
(-13)

BEKEY

New Chief Executive Officer in May.

New and more focused strategy based on fewer
countries and types of investments.

Some new contracts with municipalities have been
signed and those expired in 2018 have been re-
newed

Cooperation with distributors in Norway in H2 2018
to establish a distribution concept.

Revenue
24
(19)
EBIT before special items
-10
(-17)
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Group outlook for 2019

In 2019, revenue and earnings of the North Media
Group are expected to develop flatly. FK Distribution
will continue to generate most of the profit. Also, North
Media Online is expected to experience positive earn-
ings from operations.

Group revenue, DKKm

1250
1150
1050
950
850

750
2015 2016 2017 2018 2019

Group EBIT before special tems,
DKKm

130
110
90
70
50
30
10
-10
-30

2015 2016 2017 2018 2019

Revenue EBIT before special items
1,100-1,160 95-125
(1,145) (110)

FK Distribution

e Revenue realised by FK Distribution is expected to be largely the same in 2019 asin 2018
because price rises are expected to compensate for declines in volume.

e Resources are allocated to develop digitale products.

e Revenue expected to be between DKK 900 million and DKK 940 million and EBIT before
special items to be between DKK 110 million and DKK 125 million.

North Media Aviser

e Revenue is expected to continue to decrease. More efficient operations and higher prices
are expected to lead to an unchanged level of earnings.

e Revenue expected to be between DKK 90 million and DKK 100 million and EBIT before spe-
cial items to be between a negative DKK 8 million and a negative DKK 3 million.

North Media Online

e EBIT growth for both Lejebolig and Job.

e Overall, an operating profit because of improved earnings of Lejebolig and Job.

e Revenue expected to be between DKK 85 million and DKK 90 million and EBIT before spe-
cial items to be between DKK 0 and a positive DKK 5 million.

BEKEY

e BEKEY's revenue from continuing operations is expected to go up by 38%. Sales to the seg-
ments “Emergency call system” and “Construction” are closed down, which is why revenue
growth is only expected to be approximately 11%.

e Unchanged earnings level due to discontinuation of non-scalable products and segments.

e Revenue expected to be between DKK 25 million and DKK 30 million and EBIT before spe-
cial items to be between a negative DKK 10 million and a negative DKK 6 million.
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Group financial highlights [(DKKm]

Income statement 2018 2017 2016 2015 2014
Revenue 1,144.9 899.4 881.1 11,0124 1,073.7
Gross profit 552.5 409.8 417.7 496.7 533.4
EBITDA before special items 137.2 28.4 10.9 55.6 103.4
Amortisation and depreciation 27.5 28.5 37.2 56.3 48.2
EBIT before special items 109.7 -0.1 -26.3 -0.7 55.2
Special items, net -15.7 -0.4 411 -19.4 -75
EBIT 94.0 -0.5 -67.4 -20.1 47.7
Return on securities 5.2 34.7 -6.2 12.9 17.3
Financials, net -27.0 -3.2 -20.6 -7.8 -24.0
Profit/loss continued operations before

tax (EBT) 73.1 28.6 -69.7 -15.2 39.6
Tax for the year 17.3 0.6 -6.0 -3.3 16.9
Net profit for the year 55.8 28.0 -63.7 -11.9 22.7
Comprehensive income 66.1 30.2 -62.7 -9.9 18.7
Balance sheet, year end

Total assets 825.4 784.7 765.7 850.3 888.6
Shareholders’ equity incl. minorities 538.7 497.7 460.4 522.0 532.4
Net interest-bearing cash position 196.1 128.3 106.9 113.8 67.6
Net working capital (NWC]) =) -36.2 -37.1 -38.2 -43.2
Invested capital 342.6 369.4 353.5 408.2 464.8
Investments in property, plant and

equipment 26.1 32.4 7.8 10.8 25.0
Free cash flow before special items 108.3 -4.0 3.2 40.2 83.3

Cash flow statement 2018 2017 2016 2015 2014
Cash flows from operating activities 104.7 23.0 -14.3 34.6 83.5
Cash flows from investing activities -44.1 -38.2 -14.9 8.4 -88.5
Cash flows from financing activities -30.2 -1.0 -6.7 5.9 -9.5
Total cash flows for the year 30.4 -16.2 -35.9 48.9 -14.5
Other information

Average number of employees 575 560 548 604 633
Number of shares at year-end, in thou-

sand in denominations of DKK 5 20,055 20,055 20,055 20,055 20,055
Treasury shares 1.100 1.205 1.485 1.485 1.485
Share price at year-end, DKK 33.5 35.2 13.2 14.1 18.2
Ratios

Gross margin 48.3% 45.6% 47.4% 49.1% 49.7%
Profit margin (EBIT before special

items) 9.6% 0.0% -3.0% -0.1% 5.1%
Equity ratio 65.3% 63.4% 60.1% 61.4% 59.9%
Return on equity (ROE) 10.8% 58% -13.0% -2.3% 4.3%
Return on capital employed (ROIC) 30.8% 0.0% -6.9% -0.2% 11.0%
Earnings per share (EPS) 3.0 1.5 -3.4 -0.5 1.1
Diluted earnings per share (EPS-D) 3.0 1.5 -3.4 -0.5 1.1
Price/Earnings (P/E) 11.2 23.5 - - 16.5
Price/Book Value (P/BV) 1.2 1.4 0.6 0.5 0.7
Cash flow per share (CFPS) 5.5 1.2 -0.8 1.9 4.5
Dividend paid in the financial year 1.5 0.0 0.0 0.0 0.0
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North Media - In brief

We provide customers to our custor

We provide customers to our customers

For over 50 years, North Media has been an efficient,
intelligent and leading media group in Denmark. Busi-
ness is primarily based on dissemination of offers and
information between retailers and consumers. We pro-
vide customers to our customers.

All four of North Media’s business segments are vol-
ume businesses. Volume businesses are characterised
by being specialists in handling large volumes - con-
sistently, quickly, safely and at a low per-unit price. Be-
ing successful as a volume business requires the prep-
aration of detailed work and process descriptions, that
are complied with disciplinedly.

Whether we deliver offers to consumers’ e-mail boxes
or surface mail boxes, communicate local news from
the capital area, help employers and employees find
each other or link up housing seekers with housing
providers, the underlying basis is the same: We collect,

analyse and enrich data and in this way provide cus-
tomers to our customers.

Positive aggressiveness characterises our life

We realise our objectives and business potential by
demonstrating ambition, courage, will and assertive-
ness. Or as we call it: By positive aggressiveness.

We are working determinedly on introducing new tech-
nology and optimising structures so as to be in the lead
of the innovation field. Itis essential to play a key role
to our customers in markets that develop massively
and rapidly.

This focus requires sustained investments and effort -
and we work with equal shares of sense-of-urgency
and patience. North Media has grown into a large,
strong and robust company by being in the long haul
and by admitting that the best way to learn is often the
hard way.

What do you get when you buy a share in North Media?
The North Media share gives investors exposure to a
heavily changing media market with huge new poten-
tial. Since 1965, we have demonstrated that we are ro-
bust, quite able to handle change, and ourselves able to
create and seize opportunities when they present
themselves.

We deliver offers to consumers’ surface mail boxes and
e-mail boxes. North Media reaches more consumers
and in shorter time than any other media business in
Denmark, be it TV, radio, newspaper or digital medium.
This is why North Media is an obvious choice when
shops and businesses need to communicate their mes-
sages to many consumers within short time.

We focus on long-term value creation and stable re-
turns on the capital invested. We prioritise creating a
basis for a direct return to our shareholders while
maintaining strong capital resources that permit ma-
noeuvrability.
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Consumers set the course

The media market is undergoing massive changes
driven by consumers’ demand for personal on-demand
solutions.

This unleashes new individual real-time needs that
opens up opportunities for those who are able to de-
velop and deliver new digital solutions - either as
stand-alone solutions or as digital solutions in a symbi-
otic relationship with an analogue medium.

Access to consumers lends a strong position

in the market

Through its media, North Media has continuous access
to more consumers than any other medium in Den-
mark. This access, we have through hard-copy media
as well as digital media. Our customers’ customers -
the consumers - want to receive offers both on tradi-
tional hard-copy media and digitally. So i

In recent years, North Media has invested in innovation
and radical adjustment of our business models so that
physical products include digital platforms as well. All
based on the motto: He who has access to the con-
sumer has a strong position in the market.

Our strategy also focuses on being a business-develop-
ing partner to our customers - not merely a supplier.
This is why we work with a consumer perspective
where the unique access we have to consumers is used
to collect, analyse and enrich data. In doing so, we can
provide even more and more attractive customers to
our customers.

So data, digital products and new supply platforms are
key driving forces in innovative processes across our
activities. Together with continued focus on efficiency
and optimisation of our business models, this is the
strategic key to improving the competitive advantages
of the business segments in future.

82

%

%

%

FK Distribution

disseminates offers and information to all Danish consumers.
This is done digitally through minetilbud.dk and by
distributing retail leaflets and local newspapers.

North Media Aviser
publishes local newspapers in the capital and North-East

Zealand, magazines and multiple internet sites and Helsinggr
Dagblad.

North Media Online
runs digital platforms that market and arrange rented
housing, jobs and loans.

BEKEY
sells electronic access systems based on digital keys,
primarily for home care services and distributors of goods.
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FK Distribution

Financial highlights
Revenue 2018 (2017)

(DKK 671m]

EBIT before special items 2018 (2017)

(DKK 37m)]

Our business

FK Distribution is Denmark’s largest distributor of retail leaflets and local newspapers.

e The physical distribution takes place every week to 1,325,000 Yes to Ads households and to 605,000 other
households that have signed up for the NoAds+ arrangement under which households have themselves tai-
lored the sets of retail leaflets they want to receive. Combined, as many as 1,930,000 households receive re-
tail leaflets in their letterboxes every week, distributed by FK Distribution.

e Forthe consumers wanting access to our customers’ offers in digital form, FK Distribution has developed
minetilbud.dk.

e For example, minetilbud.dk may be accessed by using an app. This app has been downloaded over 1.5 mil-
lion times and is used every day by thousands of consumers.

Our customers are primarily retailers and publishers of local newspapers.

Our markets

The market for dissemination of offers and information (printed and digitally) has changed, and today it is one
market where customers invest in, and substitute one for the other, in exposing their offers to those generating
the best return — no matter if the exposure is executed in printed or digital form. FK Distribution’s competitors
are both local and international disseminators of offers and information.

For FK Distribution, this means that we continue to invest in print-based and digital business models that sup-
port market needs.

Following some years marked by intensive price competition, PostNord stopped distributing unaddressed
printed matter in 2018. During the year, FK Distribution’s focus has been on normalising the price level.

Our objectives

FK Distribution’s objective is to continue and to develop efficient dissemination of customers’ offers to the
Danish consumers, so as to maintain its business foundation, and also:

e To continue to make the distribution of retail leaflets and local newspapers to consumers even more effi-
cient

e Toincrease investments in the development of digital business models disseminating customers’ offers to
consumers.
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A year of execution and heavy inflow of customers
As expected, FK Distribution experienced a significant
improvement of business in 2018 - both strategically
and financially.

The massive rise in the volume of local newspapers and
printed matter, which began in 2017, has continued un-
abatedly in 2018. The rise is very much a consequence
of the fact that, effective from 1 January 2018, PostNord
changed their production model to no longer distribute
weekly newspapers and printed matter.

After years of intensive and detrimental price competi-
tion, the improved commercial conditions - which have
led to a heavy inflow of customers - translated into
growth and a stronger business foundation for FK Dis-
tribution.

Growth has called for significant adjustments

The massive increase in customers and volume that FK
Distribution has realised in 2018 has required consider-
able adjustment of its production model.

Throughout the year, intensive efforts have been put
into adjusting the production facilities and operations,
including centrally ensuring strict logistics manage-
ment and route planning. At the same time, the number
of routes has been extended to enable distribution two
times a week all over the country.

This has been a huge task that has been completed very
satisfactorily by all staff and distributors. The many and
comprehensive efficiency measures have been crucial
in being able to manage this heavy increase in activi-
ties.

NoAds+ maintains its position as a key product for
retailers and consumers

The NoAds+ arrangement, which was introduced in
2013, consolidated its position even further in 2018 and
continues to be a key product for consumers who want

to have a say in which offers to receive. At year-end
2018, the number of signed-up households exceeds
600,000 or around 22% of all Danish households, thus
consolidating the product’s position compared to last
year.

Heavy rise in viewings on minetilbud.dk contributes to
growth in digital solutions

On minetilbud.dk, consumers can find the very best of-
fers online on mobile phone, tablet or computer.

In 2018, FK Distribution has developed its digital solu-
tions and features on minetilbud.dk further.

Targeted communication and data-driven analyses
have boosted the number of regular monthly unique us-
ers to stand at 400,000 at the end of 2018, which has
had a positive effect on revenue.

Development of digital platforms accelerates

The distributed retail leaflet is still the most effective
medium when retailers are to generate sales in their
shops. The digital media are substitutes for the retail
leaflets, and FK Distribution is allocating considerable
resources to the development of new services.

Also in future will FK Distribution be a key player in the

offer dissemination market and the development of new
products. Services across print and online are expected
to boost the business potential.

North Media A/S Annual Report 2018 |
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Massive growth and improved earnings in 2018

The heavy inflow of customers in 2018 has caused FK
Distribution’s revenue to grow significantly. It has gone
up from DKK 671 million in 2017 to DKK 933 million in
2018, or by 39%. Revenue has been realised better than
what was originally expected and at the top end of the
range announced by FK Distribution in August 2018 in
the Interim Report for 2018.

2018 EBIT before special items was realised at DKK 139
million against DKK 37 million in 2017 - a most satis-
factory increase of DKK 102 million.

Revenue, DKKm

EBIT before special items, DKKm
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2016 2017 2018

Focus on optimising core business and new platforms
in 2019

As the market decline is expected to continue, FK Dis-
tribution’s focus in 2019 will be on optimising the physi-
cal dissemination of offers across sales, logistics and
distribution.

Moreover, efforts will centre around new, primarily dig-
ital, platforms that are to draw retailers and consumers
even closer together; a field where FK Distribution in-
tends to harness existing offer dissemination compe-
tencies.

Market decline will affect performance in 2019

2019 revenue and earnings will be affected by an ex-
pected market decline. We expect the volume of printed
matter to go down because more and more households
sign up for the No Ads Please arrangement.

FK Distribution intends to continue to invest in the de-
velopment of the physical distribution. Also, we will in-
vest in new digital business models to supplement our
core business. Combined, these circumstances are ex-
pected to lead to a small decrease in EBIT for 2019
compared with 2018.

Highlights for FK Distribution

| okem | o | om | oo

Revenue

EBITDA

EBIT before special items

Special items, net

EBIT

EBITDA margin

Profit margin

2016 2017 2018

Average number of employees

590.6 670.5 933.4
49.5 48.4 153.6
35.0 36.7 138.7

0.0 0.0 -4.2
35.0 36.7 134.5
8% 7% 16%
6% 5% 15%
271 307 351
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North Media Aviser

Financial highlights
Revenue 2018 (2017)

(DKK 125m]

EBIT before special items 2018 (2017)

(DKK -9m]

Our business

North Media Aviser is the publisher of eight local newspapers in the capital area, the business newspaper
Erhverv Kgbenhavn, various internet sites such as minby.dk, and the magazine KBH by KCC. In Elsinore, the
company issues Helsinggr Dagblad, Lokalavisen Nordsjaelland, forbyen.dk/Helsinggr and various other maga-
zines and publications.

The activities are entirely ad-funded, except for Helsinggr Dagblad. Customers are leading retailers, real estate
agents, brands and other advertisers located in the capital and North-East Zealand, where North Media Aviser
is market leader. Helsinggr Dagblad is a traditional daily newspaper business based on subscriptions for
printed and digital news as well as advertisement sales.

Our markets

The total use of advertising is expected to go up by 3% in 2019. Small and medium-sized retailers reckon on in-
creasing their marketing investments by around 4%. This opens up good opportunities for our businesses in
both the capital and North-East Zealand.

By being closer to our customers, we will be able to increase our market shares further.
So North Media Aviser is operating in a market that challenges as well as makes room for interesting opportu-

nities to develop our products and services. Not least for new digital platforms which today account for more
than half of total advertising used.

Our objective

North Media Aviser’s overall objective is for the editions to be the local forum in the capital and North-East Zea-
land with increased focus on digital platforms. We want to ensure for our customers locally based dissemina-
tion of advertisements and local news.

The key priorities of the business are:

e The commercial sales activities must be targeted and make efficient use of digital sales tools

e The editorial processes must support core business (weeklies and dailies], digital media and new products
e QOur production facilities must be efficient and cost optimised.
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New commercial initiatives implemented

2018 was affected by the decline in revenue of North
Media Aviser. The primary reason for this decline has
been the market-driven slowdown in income from ad-
vertisements, particularly those from real estate
agents. This is why the activities of commercial devel-
opment of the editions were further intensified in 2018:

e Advertisement sales were strengthened by the im-
plementation of WinWin advertisement sales pro-
jects in Copenhagen and North Zealand

e Erhverv Kgbenhavn - a weekly business magazine
in the Copenhagen area - was launched in February
2018

e The forbyen.dk site was launched in Elsinore, and
minby.dk was relaunched in Q4 2018

e Launch of a magazine in cooperation with KCC (Co-
penhagen City Centre], which represents the major-
ity of leading retailers in the city of Copenhagen.

The initiatives were well received in 2018, and expecta-
tions are that they will help strengthen North Media
Aviser’s ability to compete in Copenhagen and North
East Zealand in 2019.

Closedown of weekend editions

As a consequence of the adverse development in adver-
tising in print media, in H1 2018, North Media Aviser
closed down the newspaper titles issued on weekends.
Following this, the sales cooperation with Politikens
Lokalaviser and Sjzllandske Medier stopped.

Simplified organisational structure

To mitigate the effect of declining revenue, North Media
Aviser has made several adjustments to its cost base.
Firstly, this has led to a string of organisational re-
structurings, which included dismissal of a total of 26
people in editorial, commercial and administrative
functions, primarily at Hovedstadens Mediehus. As part
of this, the number of executive officers was reduced
from three to two in October 2018.

Furthermore, the number of locations was reduced fur-
ther to ensure cost synergies. As a result, all staff are
now in two offices, at Gl. Kongevej in Frederiksberg and
at Erhvervsparken in Elsinore.

The next step will be to combine the functions and op-
erations of Mediecenter Nordsjzelland and
Hovedstadens Mediehus to achieve as many synergies
as possible across the organisation.

The simplication of the organisational structure will
continue in 2019.

Ugeavisernes Rrspris 2018

Vesterbro Bladet, which is part of North Media
Aviser, won the weekly newspapers’ gold award,
Ugeavisernes ,&rspris 2018, for the article on the
homeless Leif. The article is a tale of human blight
about being a person trapped in the gaps of the
system and about getting lost on the way home.

200 years of news coverage

Lokalavisen Nordsjeelland, which is part of North
Media Aviser, was founded in 1798 and so has a
track record as a local mouthpiece for more than
200 years.

Number of newspaper pages

In 2018, North Media Aviser produced 15,478
newspaper pages in total in our nine weekly
newspapers.
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New business newspaper with focus on small and medium-
sized enterprises in the capital area

Erhverv Kgbenhavn is closest to small and medium-sized enterprises

North Media Aviser has created a newspaper whose contents are written for professionals
in small and medium-sized enterprises. Contents-wise, Erhverv Kgbenhavn is to be a busi-
ness medium closest to small and medium-sized enterprises. Furthermore, the editorial
profile is rooted in a local and regional approach to business news and stories.

Entirely ad-funded

Commercially, the newspaper is an entirely ad-funded medium that is to cover small and
medium-sized enterprises’ need to promote themselves towards other businesses. The ad-
vertisers are the local businesses we know from the weeklies as well as national advertis-
ers wanting to reach this very attractive target group. A large portion of the customer base
stems from new advertisers, and many are already familiar faces in Erhverv Kgbenhavn.

19,000

Erhverv Kgbenhavn Erhverv Kgbenhavn is
is issued distributed to 19,000

17 times a year of the capital’'s small
and medium-sized
enterprises.
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Unchanged performance despite lower revenue
North Media Aviser’s 2018 revenue totalled DKK 107
million, which is consistent with the expectation last
announced. Compared with 2017, revenue has gone
down by DKK 18 million, or around 15%. The principal
reason has been sagging sales of advertisements in
weekly and weekend newspapers throughout 2018.

With a loss of DKK 9 million, EBIT before special items
isin line with the latest expectations announced. EBIT
before special items is on a par with that for 2017.

Special items related to termination benefit costs of
North Media Aviser total DKK 11 million in 2018 against
DKK 5 million in 2017.

Revenue, DKKm.
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Strengthening commercial activities in 2019

In 2019, North Media Aviser will focus on continuing the
optimisation of its commercial sales activities and on
implementing new advertisement sales activities. This
is crucial in order to mitigate the market-derived pres-
sure on our revenue.

We also need to continue to improve the editorial pro-
cesses across both of our locations and to optimise our
digital efforts.

The earnings capacity is to be ensured by making our
production facilities and administrative processes effi-
cient and optimising their costs so as to manage chal-
lenges in a simple and optimal manner.

Revenue

EBITDA

EBIT before special items

Special items, net

EBIT

EBITDA margin

Profit margin

2016 2017 2018

Average number of employees

Pressure on revenue but sustain performance in 2019
Expectations are that local and regional weekly news-
papers will continue to experience a general decline in
2019. Consequently, North Media Aviser foresees a fall
in revenue although not as much as in 2018. Revenue
from advertisement sales is expected to go down
whereas newspaper sales in Elsinore are expected to
remain unchanged.

Despite lower revenue, the cost-reducing initiatives im-
plemented and the intense focus on sales and cus-
tomer retention are expected to resultin EBIT on a par
with that for 2018.

Highlights for North Media Aviser

174.6 124.8 106.7
-22.7 -2.2 -6.0
-35.2 -8.9 -8.7
-41.1 -8.7 -10.5
-76.3 -17.6 -19.2
-13% -2% -6%
-20% -7% -8%

129 106 94
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North Media Online

Our business

North Media Online operates, develops and invests in digital platforms, services and products - in Denmark and
internationally. Rental housing, jobs and loans are disseminated through the platforms - all building on busi-
ness models with the same principles.

e We build databases of rented housing, job seekers and borrowers and match them automatedly with ten-
ants, employers and lenders.

e Profitability is generated through a strong competitive position, scalability and synergies across business
operations.

North Media Online harnesses competencies across functions through close cooperation on strategy, develop-
ment and optimisation.

Our activities

North Media Online is organised in three main areas:

Financial highlights
Revenue 2018 (2017)

e Lejebolig, including BoligPortal in Denmark, BostadsPortal in Sweden and SoWohnt in Germany, and Bolig-
Portal Business in Denmark

e Job, including Brandero.com, Ofir.dk and MatchWork.com
D KK 8 1 m (DKK 85m) e Investments, including part ownership of Lead Supply A/S and Lix Technologies ApS.

EBIT before special items 2018 (2017)

Our objectives

D K K - 4 m North Media Online’s activities are based on scalable, fully digital and internationally oriented platforms with
(DKK -13m) h .
uge potential.

For all business activities, the objective is to gain positions with a market-place effect and to create value for
our customers as well as for the users of our various platforms.

We would also like to attract and retain people with strong, digital skills.
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Growth and geographical expansion of Lejebolig
BoligPortal is Denmark’s largest provider of rented hous-
ing to tenants, and BoligPortal Business delivers digital
tools to lessors.

e We have a user-friendly online portal and app with a
housing agent for tenants on the look-out for rented
housing

e QOurtools for lessors include housing advertising, com-
munication module, digital lease and digital move-in
and move-out reports

e We have housing portals in Denmark and Sweden, and
in 2018, we have launched one in Germany under the
brand SoWohnt.de.

Our customers are primarily consumers looking for
rented housing, private and professional lessors and man-
agers of rented housing.

New products for lessors and higher profitability
In 2018, Lejebolig has extended its product range by ser-
vices directed at lessors. They are now offered services

such as digital leases, digital move-in and move-out re-
ports, new advertising products and market analyses via
BoligPortal Business.

The focus on profitability and infrastructure was intensi-
fied in 2018 to better utilise our resources and hence im-
prove profitability.

Objectives of Lejebolig

BoligPortal's objective is to optimise core business hori-
zontally towards rented housing portals in the countries
we operate in, and vertically towards lessors in Denmark.
Profound knowledge about domains, effective digital mar-
keting initiatives and quality are to ensure our success.

Brandero paves the way for growth and improved
earnings

Job supplies candidates for vacancies with companies. We
match positions with job seekers in our own database of
candidates and run targeted advertising campaigns on job
portals and social media.

North Media Online
harnesses strong
competencies across
functions through
close cooperation on

strategy, development
and optimisation.

Our primary customers are municipalities, regions, gov-
ernment agencies and small and medium-sized enter-
prises .

With respect to the job area, North Media Online in 2018
strengthened its position by launching Brandero, which is
an employer-branding module for corporate web-sites.
Brandero has focus on small and medium-sized enter-
prises who post and manage their job vacancies through
this module.

With Brandero, customers have an effective tool to attract
candidates. Since it was launched, more than 1,000 busi-
nesses have started using Brandero, which will in future
be a key tool in the Job unit’s growth ambitions.

Objectives of Job

The primary focus of the Job unit will be to continue to
strengthen the Brandero module, to match vacancies with
job seekers in our database of candidates, and to target
job advertisement campaigns.
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Lead Supply A/S helps lenders find attractive
borrowers

Lead Supply is an online service comparing financial
products, and active in nine countries: Denmark,
Sweden, Norway, Spain, Poland, Finland, Hungary,
Czech Republic and Croatia.

Lead Supply has developed a digital concept under
which we efficiently convey borrowing facilities to
consumers by giving them an overview of attractive
borrowing facilities and so help them find the right
loans. The market is immature and holds good
scalability potential for Lead Supply.

Business process

The consumer goes online to search for a loan

—

2 The consumer visits one of Lead Supply’s web
pages and searchers for a loan there

3 The consumer is redirected to the bank for
final approval of the loan

4 The bank disburses the loan to the consumer
and sends a fee note to Lead Supply.

North Media owns 50% of the shares in Lead Supply.

The company was founded in 2014 and has experienced
growth ever since. North Media Online and Lead Supply

are housed in the same building in Aarhus and they
work closely together in the areas of digital marketing
and business development.

Digital Academy strengthens digital skills

In 2018, North Media Online and Lead Supply
launched Digital Academy, which helps students to
better digital skills and accommodates companies’
increasing need for these skills.

The objective of Digital Academy is twofold:

e To strengthen the recruitment basis for our
businesses.

o To take social responsibility for the digital
Denmark.

Trainee programme

North Media Online and Lead Supply run two annual
trainee programmes in Aarhus with up to 15 trainees
per half year. During such programme, students are
given an attractive opportunity to learn from our digi-
tal experts in the disciplines of digital marketing,
product development and software development.
Here, students gain experience in working in a digital
business, thus making them better equipped to per-
form jobs with businesses through stronger practical
skills.

Perspectives

Digital Academy is intended to be a seal of approval
for North Media Online and to help us recruit the
best talents among the students. After the first
trainee programme in autumn 2018, we hired four of
the trainees for our businesses.

We want to expand cooperation to involve more edu-
cational institutions next year so that even more peo-

ple will have a chance to enrol with Digital Academy.

Read more on www.digitalacademy.dk.
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Investing in new technologies is key in North Media
Onlines strategy

North Media Online is investing actively in new technol-
ogies, platforms and businesses. The investments are
made based on an evaluation of maturity, business con-
cept, scalability, international potential and synergy
with other business segments.

Lix Technologies ApS (equity interest: 11.1%)

Lix Technologies offers students subscriptions for text-
books on a user-friendly, digital platform for textbooks.
Also, Lix Technologies helps publishing houses sell
their titles digitally. North Media Online invested in Lix
Technologies in 2016, since followed by further capital
contributions together with existing and new share-
holders.

Lead Supply A/S (equity interest: 50%])

The activities of Lead Supply A/S centre on two areas:
To help European customers find the right loans and to
generate customer leads for banks and lenders.
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EBIT is up by DKK 9 million

While revenue of Lejebolig has grown steadily in 2018,
the activities of Job have gone down a little. However,
the divestment of hadndvarker.dk in October 2017 has
resulted in North Media Online realising total revenue
of DKK 81 million in 2018 compared with DKK 85 million
the year before - down 5%. This developmentisin line
with the upwardly adjusted range announced in August
2018 in the Interim Report for 2018.

2018 EBIT before special items has improved by DKK 9
million from a loss of DKK 13 million in 2017 to one of
DKK 4 million in 2018. The primary reasons for this are
the disposal of hdndvaerker.dk, which generated a ma-
jor operating loss in 2017, and to a lesser extent the im-
provement of profitability of Lejebolig and Job.

Revenue, DKKm
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Lejebolig maintains focus on lessors and synergy
between rented housing portals. Job ups focus on
Brandero and candidates

In 2019, BoligPortal will continue to develop the syn-
ergy between the rented housing portals in Denmark,
Sweden and Germany. BoligPortal Business’ services
to lessors are to be expanded, and the user experience
by both lessors and housing seekers is to be improved
further.

At Job, focus will be to have Brandero become more
widely used, especially among small and medium-sized
enterprises. This is vital to develop a closer working re-
lationship with our customers and at the same time to
gain access to the candidates looking for jobs.

Expected revenue growth and a profit in 2019

Both Lejebolig and Job are expected to see revenue
grow in 2019. For Lejebolig, growth will be driven by in-
creasing revenue in all product areas, mainly in Den-
mark but also in the other markets. For Job, growth
will arise from Brandero customers.

EBIT before special items will be positively affected by
the increase in revenue and improved profitability in
both main areas.

Highlights for North Media Online

Revenue 96.0 85.0 81.1
EBITDA -10.4 -12.0 -2.7
EBIT before special items -11.5 -13.3 -4.1
Special items, net 0.0 8.3 0.0
EBIT -11.5 -5.0 -4.1
EBITDA margin -11% -14% -3%
Profit margin -12% -16% -5%
2016 2017 2018 Average number of employees 91 106 90
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BEKEY

Financial highlights
Revenue 2018 (2017)

(DKK 19m]

EBIT before special items 2018 (2017)

(DKK -17m]

Our business

BEKEY provides mobile-based key solutions involving that users avoid the trouble and uncertainty in admini-
stering many physical keys. It is also user-friendly as it is easy for an administrator to ensure that the right us-
ers have access to the right addresses, and when they want it. Security is higher because keys cannot be copied
or be mislaid.

Our software and physical access units consist of:

e NETKEY: A cloud-based key administration system

e SmartLock: A door unit that is installed on manual door handles

e SmartRelay: A circuit board that is integrated into entry phone panels in stairways
e SmartKeyBox: A key box to hold the physical key

All units are opened by means of Bluetooth® Smart and an app on the mobile phone.

Our markets

BEKEY is used by businesses, distribution companies and home care services requiring access to, for example,
stairways and private homes.

BEKEY is demanded by municipalities in Denmark and Norway and by distribution companies in Denmark. In
Denmark, BEKEY is directly involved in the sales efforts, whereas foreign markets are accessed through distrib-
utors.

e 1In 2018, around 40,000 doors were opened more than 6.5 million times with a BEKEY unit.

e BEKEY has over 42,000 users who can open doors with their mobile phones.

Our objectives

Itis BEKEY's objective to deliver the market’s best and most competitive software-based access solution with
focus on standardisation, high quality and credibility.

Objectives in 2019:

e Retaining current customers through high-quality services and sophistication of the products and NETKEY.

e Successful selling to new customers and implementing our solution with home care services in Danish mu-
nicipalities and to distribution companies

e Establishing a distribution concept in Norway of even greater volume.
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Re-focusing of strategy

In May, Jannik Bray Christensen was appointed new
Chief Executive Officer of BEKEY. At the same time, the
rollout of a dedicated strategy began, in order to create
profitable growth by solely focusing on municipal home
care services and distribution companies.

Furthermore, the markets have been defined to be
Denmark and Norway, and initiatives have been
launched to strengthen infrastructure and customer
service.

Updated business model contributes to major
pick-up in 2018

Because of the shift in focus, 2018 saw a major pickup
in BEKEY's activities - both in terms of revenue and
earnings.

BEKEY has won several large municipal tenders,
among them some of Denmark’s largest municipalities,
on access solutions for home care services. For exam-
ple, BEKEY won a large and important multi-year con-
tract in Q2 2018 with the City of Copenhagen to provide
services to its Home Care Service. This contract is the
largest ever signed by BEKEY.

In Norway, BEKEY has secured a number of new mu-
nicipal customers and has in H2 2018 increased its fo-
cus on cooperation with distributors. The aim is to es-
tablish an actual distribution concept in Norway that
may afterwards be rolled out on other markets.

At the end of 2018,
BEKEY is cooperating
with 44 municipalities

BEKEY has won con-
tracts with another

seven municipalities in
2018

Contracts with ten
municipalities were re-
newed in 2018
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BEKEY s success
In Copenhagen

Keys replaced with a mobile app

In future, smartphones will replace physical keys when
home care staff of the City of Copenhagen make visits.

So the physical keys the management of which has re-

quired many resources for many years, are now a thing
of the past.

From now on, home care staff of the City of Copenhagen
need only bring along their mobile phone to enter a
citizen's home. With BEKEY's app, SmartLock and
SmartRelay, it is possible to open and lock citizens’
doors while the citizens may still use their traditional,
physical keys.

The new digital solution from BEKEY is important to so-
cial and health care workers who are already pleased
with the new solution. Previously, these workers had to

bring along a large bundle of keys on their routes to the
around 10 citizens they visit twice a day to deliver lunch
or dinner. These keys have now been replaced by the
BEKEY app, which makes their work day a little easier
according to several of the social and home care work-
ers:

“It makes the difference that we do not have to run
around with a pocket full of keys anymore and be afraid
to lose them. And it is just a faster way to enter a citi-
zen's home”, a social and home care worker says and
continues: "It makes it easier for me to help a col-
league. If | call a colleague to offer my help because |
have a little extra time, then | do not need to rush to her
to pick up the key, | can go directly to the citizen”.
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Performance in 2018 much better than expected
BEKEY has in 2018 realised revenue of DKK 24 million,
which is a little higher than the latest expectations an-
nounced, which was revenue ranging between DKK 20
million and DKK 23 million. The 25% improvement on
2017 has primarily been driven by the fact the BEKEY
has won new contracts with seven Danish and Norwe-
gian municipalities.

A negative EBIT before special items of DKK 10 million
has been realised for 2018. In connection with the pub-
lication of the Interim Report in August 2018, an ex-
pected negative EBIT ranging between DKK 11 million
and DKK 13 million was announced. Improved revenue

and current adjustment of costs, for example, by focus-

ing the strategy on fewer geographies and fewer types
of customers, have reduced the loss compared with
that originally expected.

Revenue, DKKm
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Maintaining strategic focus and execution in 2019
In 2019, BEKEY will intensify its focus on sales in Den-
mark and through distributors in Norway.

Sophistication and quality assurance of NETKEY,
SmartLock, SmartRelay and SmartKeyBox will be given
a high priority in 2019.

Finally, BEKEY intends to focus intensely on ensuring
high service and to strive to find the most optimal solu-
tion for our existing customers.

Growth and gradual improvement of performance in
2019

The result of the focused strategy is that the sale of
emergency call systems and sales to the construction
industry are discontinued as earnings are not high
enough. Consequently, BEKEY's total revenue in 2019 is
only expected to increase slightly. But revenue from
continuing activities, and the municipal market in par-
ticular, is expected to grow by over 35%.

EBIT is expected to improve slightly on 2018 as the in-
crease in revenue will have a positive effect, and sales
resources will be added to boost growth.

Highlights for BEKEY

Revenue 19.9 19.1 23.7
EBITDA -20.9 -16.3 -10.1
EBIT before special items -21.1 -16.6 -10.2
Special items, net 0.0 0.0 -1.0
EBIT -21.1 -16.6 -11.2
EBITDA margin -95% -75% -38%
Profit margin -96% -77% -38%
2016 2017 2018 Average number of employees 25 25 24
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Group financial review

2018 performed DKK 28 million better than 2017. This
improvement is attributable to a heavy increase in op-
erating profit but offset by lower returns on the portfo-
lio of securities and increased financial expenses re-
lated to the settlement of the interest rate swap and
new mortgage loans raised. The Group’s Cash re-
sources stood at DKK 327 million at year-end 2018, up
DKK 46 million on 2017, despite payment of dividend,
settlement of the interest rate swap and payment of ac-
quisition price payable in the total amount of DKK 48
million.

Revenue

Group revenue for the year went up from DKK 899.4
million in 2017 to DKK 1,144.9 million in 2018. This is an
increase of DKK 245.5 million, or 27%, and is primarily
the result of FK Distribution having signed new cus-
tomer contracts whereas revenue of North Media
Aviser developed adversely due to a challenging market
and the closedown of all weekend editions. North Media
Online and BEKEY have experienced a relatively flat
revenue development.

Contribution margin

In 2018, the contribution margin for the Group totalled
DKK 552.5 million, which is DKK 142.7 million up on
2017. This is equivalent to a contribution ratio of 48.3%
in 2018 while in 2017 it was 45.6%. The increase in con-
tribution ratio is primarily attributable to a higher con-
tribution ratio for FK Distribution.

Please also refer to Notes 6 and 21.

Staff costs

Staff costs for 2018 came to DKK 269.6 million, an in-
crease of DKK 8.0 million compared with 2017. The rea
son for the increase is that the number of salaried staff
of FK Distribution has gone up whereas the number

Group development in revenue, DKKm

262.9 4,7 1.144.9

181 40

899,4

with North Media Aviser and North Media Online has
gone down because of restructuring and divestment.

In 2018, the average headcount was 575 (salaried and
hourly employees at the terminals), which is 15 more
thanin 2017.

The actual number of employees at year-end 2018 was
553, i.e. 22 less than on average for the year. Thisis a
result of resignations at North Media Aviser and a little
smaller staff with North Media Online and the fact that
Mesto's 10 employees have not been consolidated at 31
December but are included in the average number of

employees. In 2017, Mesto had 15 employees included
in both the average number and the year-end number.

Please also refer to Notes 6 and 7.

Other expenses

Other expenses primarily include marketing costs,
costs of premises, IT costs, fees and administrative ex-
penses. Other expenses totalled DKK 151.2 million in
2018 compared with DKK 124.2 million in 2017. The rise
has primarily been caused by higher expenses related
to FK Distribution in connection with the increase in
distribution volume and sophistication of digital solu-
tions and features on minetilbud.dk among others. Cost
of marketing, rent and fees have naturally gone up as
well.

Please also refer to Note 8.

Amortisation and depreciation

Amortisation and depreciation for the year came to DKK
27.5 million for 2018, which is DKK 1.0 million down on
2017. The decline mainly results from reduced amorti-
sation of intangible assets of North Media Aviser
whereas depreciation of FK Distribution’s plant has in-
creased.

Please also refer to Notes 9 and 17.

EBIT before special items

Group EBIT before special items went up from a nega-
tive DKK 0.1 million in 2017 to a positive DKK 109.7 mil-
lion in 2018. FK Distribution is the primary reason for
the increase but North Media Online and BEKEY too
have realised improved earnings. The line item "Non-
allocated costs” primarily relates to expenses of group-
related functions, that are not passed on to the operat-
ing companies and to net income from the lease-out of

North Media A/S Annual Report 2018 | 27



the Group’s buildings, has deteriorated by DKK 8.0 mil-
lion compared with 2017. The primary reason is the
Group’s property in Elsinore, for which some of the ren-
ovation costs have been taken to profit or loss, North
Media Aviser and handveaerker.dks relocation of the
property in Sgborg and increased board fee.

Group EBIT development, DKKm
(before special items)
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Specialitems
Special items represent total net expenses of DKK 15.7
million in 2018 against DKK 0.4 million in 2017.

Special items comprise termination benefit costs of
North Media Aviser concerning the dismissal of 26 em-
ployees in connection with a major restructuring and
the abolishment of many positions, for example, be-
cause newspaper titles issued for weekends have been
closed down.

Furthermore, termination benefit costs have been in-
curred as part of changes in Management of BEKEY and
FK Distribution.

In 2017, costs from the dismissal of a large group of
staff at North Media Aviser in March and from the ac-
quisition price adjustment of the remaining 15% of the
shares in Lokalaviserne @sterbro og Amager A/S to-
talled DKK 8.7 million.

Furthermore, goodwill of the Ukrainian housing site
Mesto.ua was written down by DKK 3.6 million in 2017.
2017 also saw special items in the form of income, a net
income of DKK 5.1 million from the compensation from
Emply ApS and a net profit of DKK 6.8 million from the
sell-off of hdndvaerker.dk.

Please also refer to Note 13.

EBIT
In 2018, group EBIT reached DKK 94.0 million whereas
in 2017 it was negative by DKK 0.5 million.

Share of profit/loss from associates

The Group’s share of net profits/losses from associates
was a positive DKK 0.9 million in 2018 and a negative
DKK 2.4 million in 2017.

This performance is attributable to the Group’s 50% eq-
uity interest in Lead Supply ApS.

From 1 July 2017 to 30 September 2018, the Group’s
equity interest in Mesto.ua exceeded 50%, for which
reason it was consolidated as a subsidiary. At the end of
September 2018, the equity interest was reduced to
49.3% and so Mesto was exempted from consolidation.

Please also refer to Note 10.

Return on securities

In 2018, the Group had a positive net return on securi-
ties of DKK 5.2 million, or 2.6%, whereas for 2017 it was
DKK 34.7 million, or 15.7%.

Quarterly returns are evident from the following table:

Quarterly returns on securities

Return, DKKm

5 Q1 Q2 Q3 Q4

2017 m 2018

In January 2019, income from securities was positive by
DKK 27.0 million, or 10.5%.

Please also refer to Note 11.

Financial income

In 2018, the Group had financial income of DKK 0.1 mil-
lion, whereas it was DKK 4.6 million in 2017. This in-
come is primarily related to the fair value adjustment of
the equity interest in Lix Technologies, which was re-
valued when investors contributed DKK 35 million in to-
talin July 2017. North Media decided to defend its eq-
uity interest by co-investing DKK 3.9 million. North Me-
dia’s equity interestis 11.1%.
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Please also refer to Note 12.

Financial expenses

Financial expenses amount to DKK 27.1 million against
DKK 7.8 million in 2017. Financial expenses are com-
posed of interest on mortgage loans, foreign exchange
losses, debt discount related to the mortgage loan con-
version, and recognition of the interest rate swap’s fair
value related to the settlement of the interest rate
swap. The negative value of the interest rate swap was
previously recognised in other comprehensive income
but recycled to profit or loss in connection with the set-
tlement of the loss. An equivalent income is therefore
disclosed in other comprehensive income.

The settlement of the interest rate swap and a concur-
rent conversion of the mortgage loans will cause the in-
terest on the Group’s mortgage loans to be reduced to
approximately DKK 3.1 million in 2019. Finally, the item
is affected by the fair value adjustment of investments
in Lix Technologies by DKK 5.0 million.

In 2017, financial expenses also consisted of the dis-
count effect of the acquisition price payable.

Please also refer to Note 12.

Profit before tax

The consolidated pre-tax profit for the year amounts to
DKK 73.1 million for 2018 against one of DKK 28.6 mil-
lion for 2017. The increase in profit has mainly been
brought about by a higher operating profit (before spe-
cial items) of close on DKK 110 million, which is re-
duced of higher special expenses, lower returns on se-
curities and higher financial expenses.

Income tax
Tax on profit for the year stands at DKK 17.3 million,
equalling an effective tax rate of 23.7%. The tax is ad-

versely affected by the fair value adjustment of the in-
vestment in Lix whereas the tax deduction for exercised
share options reduces the tax.

Se Please also refer to Note 14.

Profit for the year

Profit for the year of the Group was DKK 55.8 million for
2018. This is a DKK 27.8 million improvement on 2017
when profit for the year stood at DKK 28.0 million. The
profit has been increased by DKK 95 million from ordi-
nary operations whereas lower returns on shares and
higher interest expenses, primarily arising from the
settlement of loans and interest rate swap, reduces the
profit by about DKK 50 million.

Intangible assets

At year-end 2018, goodwill amounts to DKK 39.1 million
and relates to FK Distribution and BoligPortal. The
otherintangible assets, amounting to DKK 12.4 million,
primarily arise from BoligPortal.

Please also refer to Note 17.

Property, plant and equipment

Property, plant and equipment are mainly composed of
land and buildings. The Group owns office facilities and
production terminals in Taastrup near Copenhagen and
in Tilst near Aarhus as well as a small property in Es-
bjerg. These facilities are used by FK Distribution. The
Group also owns an office building in Sgborg near Co-
penhagen. BEKEY and sections of North Media Online
operations and of group functions occupy this building.
The Group also owns the former printing house in Elsi-
nore. This property was renovated in 2018 and from 1
November 2018 rented to the home care service of the
Municipality of Elsinore. The Group's properties have a
total carrying amount of DKK 263.9 million and are
mortgaged for a total of DKK 131.1 million in the form
of long-term mortgage loans.

In 2017, the total carrying amount of the Group’s prop-
erties was DKK 258.9 million.

Please also refer to Note 17.

Investments in associates

Investments in associates are composed of investments
in Lead Supply A/S at year-end 2018. Intangible assets
and equity interest in the company account for DKK
12.5 million.

Atyear-end 2017, investments in Lead Supply A/S were
recognised at DKK 10.2 million.

From 1 October 2018, the Group’s 49.3% equity interest
in Mesto.ua has become an associate. Its value has
been recognised at DKK 0.

Please also refer to Note 19.

Other investments

At year-end 2018, other investments total DKK 5.7 mil-
lion, primarily related to the 11.1% equity interest in Lix
Technologies ApS. A number of investors contributed
DKK 35.0 million to the company in

July 2017. North Media decided to defend its equity in-
terest by co-investing DKK 3.9 million. At year-end
2018, the value has been recognised at DKK 4.4 million,
against DKK 9.4 million in 2017.

Please also refer to Notes 4 and 12.

Investments

For 2018, the Group’s investments in property, plant
and equipment totalled DKK 24.5 million against DKK
32.4 million for 2017. DKK 13.3 million has been in-
vested in properties, primarily the one in Elsinore, and
DKK 10.2 million in plants for FK Distribution. Further
an additional DKK 1.6m has been invested in software.
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In 2017, DKK 27.0 million was invested in plants to ac-
commodate the increasing volume in printed matterin
2018.

Working capital

At 31 December 2018, the Group's trade receivables
amounted to DKK 83.0 million. This is equivalent to a
debtor days ratio of 21.6 days. Compared with 2017, the
Group’s receivables have increased by DKK 2.1 million,
and the debtor days ratio has decreased by 5.2 days
from 26.8 days.

The small increase in receivables despite a 27% rise in
revenue is attributable to FK Distribution having re-
duced the debtor days ratio compared with last year
while having a shorter time for payment than the other
business segments of the Group.

At year-end 2018, short-term trade payables stood at
DKK 44.0 million compared with DKK 43.6 million at
year-end 2017. In days payable outstanding, this is
equivalent to 27.2 days in 2018 compared with 32.1 days
in 2017.

At 31 December 2018, other payables amounted to DKK
89.8 million which is DKK 7.6 million up on 2017. Other
payables primarily relate to holiday pay payable, VAT
payable and costs payable.

The Group's net working capital (NWC] was negative by
DKK 39.3 million at the end of 2018, which is DKK 3.1
million better than at the same time last year, when the
Group’s NWC was a negative DKK 36.2 million.

Cash flows from operating, investing and financing
activities

Cash flows from operating activities for 2018 were posi-
tive by DKK 104.7 million and so DKK 81.7 million better
thanin 2017. The primary reason for the increase is the
improvement of the operating profit.

Cash flows from investing activities were negative by
DKK 44.1 million in 2018 compared with a negative DKK
38.2 million in 2017. Cash flows from investing activities
are heavily affected by the purchase and sale of securi-
ties. Also in 2018, investments in FK Distribution have
been high. In early 2018, the balance amount of DKK 7.8
million was paid for the remaining 15% of the shares in
Lokalaviserne @sterbro og Amager A/S.

Cash flows from financing activities in 2018 were nega-
tive by DKK 30.2 million and are attributable to DKK
28.4 million in dividend paid, payments on mortgage
loans and income from the sale of treasury shares as
part of a share option programme. In 2017, cash flows
from financing activities were negative by DKK 1.0 mil-
lion.

Total cash flows for 2018 were positive by DKK 30.4 mil-
lion compared with a negative DKK 16.2 million in 2017.

Capital resources

The Group's capital resources remain strong. At 31 De-
cember 2018, the Group’s net interest-bearing cash po-
sition was DKK 196.1 million. This is DKK 67.8 million
up on the amount at 31 December 2017 when it was
DKK 128.3 million.

The net interest-bearing cash position comprises cash

of DKK 70.7 million, ultra-liquid shares and investment
funds in the amount of DKK 256.5 million and mortgage
debt totalling DKK 131.1 million.

So at 31 December 2018, the Group’s cash resources
stood at DKK 327.2 million while at 31 December 2017
they were DKK 281.1 million.

The Group has invested a large portion of its cash re-
sources in 17 different shares and share-based invest-
ment funds at year-end 2018. The portfolio consists of
listed shares and investment funds with high transfera-

bility such as OMXC25 shares or shares in similar inter-
national indexes. At 31 December 2018, the portfolio
consisted of the following shares with accompanying
market values, see figure page at 31.

At 31 December 2018, the Group’s portfolio of shares
totalled DKK 256.5 million, whereas it came to DKK
240.8 million at the same date in 2017.
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Risk has been calculated at 13.4% at 31 December
2018. Risk has been calculated as the annualised
standard deviation measured over the past 90 days of
trading. "Value at risk”, which reflects the maximum
loss over a three-month period with a probability of
95%, was DKK 27.3 million.

At 31 January 2019, the value of the portfolio of shares
is DKK 283.5 million, and the return for January is DKK
27.0 million, or 10.5%.

The Board of Directors recommends that DKK 3.00 in
dividend per share be paid for the financial year 2018
Strong financial resources are considered an important
strategic strength in the present market to achieve the
goal of a group relying on several profitable pillars and

Portfolio of listed shares at 31.12.2018

Total market value 256.5 DKKm

B @rsted

B Genmab

B Amazon.com

W Facebook

W Vestas

m SimCorp
MasterCard

B Netflix

W 9 other shares

generating high earnings. Another goal of the Board of
Directors is to distribute dividend annually.

Based on the Group's strong capital resources and an
expected profit for 2019, the Board of Directors recom-
mends to the Annual General Meeting to be held on 29
March 2019 that a dividend of DKK 3.00 per share be
paid for the financial year 2018.

Equity and holding of treasury shares

At 31 December 2018, the Group’s equity was DKK
538.7 million, which is DKK 41.0 million up on equity at
year-end 2017. The increase in equity has been caused
by the profit for the year, which is offset in part, how-
ever, by the net dividend of DKK 28.4 million.

m DKK

muUsD

105,000 treasury shares were sold during the year as
part of the exercise of the last part of the Group’s share
option programme from 2012, which has now expired
(2017: 280,000 treasury shares sold).

At 31 December 2018, the Group’s portfolio of treasury
shares was 1,100,000, corresponding to 5.5% of the
share capital and votes of North Media A/S. The aver-
age buying price was DKK 27.7 per share.

Portfolio of listed shares at 31.12.2018
distributed on the listing currency, million
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QUARTERLY HIGHLIGHTS

Revenue

Year Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
DKKm 2018 2017 2018 2018 2018 2018 2017 2017 2017 2017
FK Distribution 933.4 670.5 253.8 214.7 237.9 227.0 207.0 153.5 164.1 145.9
Index cp. same period last year 139.2 113.5 122.6 139.9 145.0 155.6 118.7 108.3 119.6 106.3
North Media Aviser 106.7 124.8 29.0 23.2 27.9 26.6 34.2 26.8 31.5 323
Index cp. same period last year 85.5 71.5 84.8 86.6 88.6 82.4 84.9 73.0 65.5 65.3
North Media Online 81.1 85.0 19.8 21.5 20.7 19.1 17.9 23.6 22.3 21.2
Index cp. same period last year 95.4 88.5 110.6 91.1 92.8 90.1 79.9 92.9 92.9 87.6
BEKEY 23.7 19.1 5.2 8.2 4.9 5.4 4.4 4.7 4.2 5.8
Index cp. same period last year 124.1 96.0 118.2 174.5 116.7 93.1 86.3 111.9 79.2 109.4
Group revenue 1.144.9 899.4 307.8 267.6 291.4 278.1 263.5 208.6 222.1 205.2
Index cp. same period last year 127.3 102.1 116.8 128.3 131.2 135.5 108.8 100.3 103.5 94.9

EBIT

FK Distribution 138.7 36.7 50.3 20.8 291 38.5 243 -1.5 8.9 5.0
Profit margin 14.9% 5.5% 19.8% 9.7% 12.2% 17.0% 11.7% -1.0% 5.4% 3.4%
North Media Aviser -8.7 -8.9 -0.3 -1.5 -3.1 -3.8 0.8 -4.3 -3.2 -2.2
Profit margin -8.2% -7.1% -1.0% -6.5% -11.1% -14.3% 2.3% -16.0% -10.2% -6.8%
North Media Online -4.1 -13.3 -0.4 0.2 -1.0 -2.9 -2.4 -2.2 -4.5 -4.2
Profit margin -5.1% -15.6% -2.0% 0.9% -4.8% -15.2% -13.4% -9.3% -20.2% -19.8%
BEKEY -10.2 -16.6 -3.5 -1.1 -3.6 -2.0 -5.2 -3.8 -4.7 -2.9
Profit margin -42.9% -86.9% -66.0% -13.4% -73.5% -37.0% -118.2% -80.9% -111.9% -50.0%
Unallocated income/costs -6.0 2.0 -2.7 -2.5 -0.6 -0.2 1.1 -0.7 1.4 0.2
EBIT before special items 109.7 -0.1 43.4 15.9 20.8 29.6 18.6 -12.5 -2.1 -4.1
Profit margin 9.6% 0.0% 14.1% 5.9% 7.1% 10.6% 7.1% -6.0% -0.9% -2.0%
Special items -15.7 -0.4 -2.2 0.0 -9.3 -4.2 4.9 0.0 -0.2 -5.1
Group EBIT 94.0 -0.5 41.2 15.9 11.5 25.4 23.5 -12.5 -2.3 -9.2
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Shareholder information

The Group and NASDAQ OMX Copenhagen

North Media A/S was the first Danish media group to be
listed on the then Copenhagen Stock Exchange. This
took place in May 1996.

Company information

Address: North Media A/S
Gladsaxe Mgllevej 28
DK - 2860 Sgborg
Internet: www.northmedia.dk
Telephone: (+45) 39 57 70 00
E-mail: investor@northmedia.dk
CVR. no.: 66590119
Securities ID: DK001027034-7
Auditors: Deloitte Statsautoriseret
Revisionspartnerselskab
Banker: Danske Bank A/S

Financial year

The Group's financial year follows the calendar year,
and this Annual Report covers the period 1 January to
31 December 2018, the Company's 38th financial year.

General Meeting

The Annual General Meeting will be held on 29 March
2019 at 3.00 pm at Ingenigrforeningens Mgdecenter
A/S, Kalvebod Brygge 31-33, 1780 Copenhagen V.

Share capital

The Company’s share capital is DKK 100.3 million, dis-
tributed on 20,055,000 shares of DKK 5.00 nominal,
which has been fully paid up. All shares are listed on
NASDAQ OMX Copenhagen. No shares carry special
rights, and the negotiability of shares is not limited in
any way. Any amendment to the Articles of Association
must be presented to the General Meeting and must be
adopted by at least two-thirds of the votes cast as well

as of the voting share capital represented at the Gen-
eral Meeting. If no proposal has been made or adopted
by the Board of Directors, at least half of the voting
share capital must be represented at the General Meet-

ing.

Authorisation

The Board of Directors is authorised to increase the
share capital once or several times by up to DKK 25
million.

Increases may take place by way of cash contributions
or otherwise. Increases may take place without any
pre-emptive right for the Company’s existing share-
holders if the increase is effected at market price, or as
consideration for the Company’s acquisition of an exist-
ing business, or specified assets at a price equivalent to
the value of the shares issued. Other than in the cases
described in the previous sentence, the shareholders
have a pre-emptive right to subscribe for new shares
on a proportionate basis. The authorisation is given for
a period up to 31 March 2022.

Treasury shares

The Board of Directors is authorised to allow North Me-
dia A/S to acquire treasury shares up to an aggregate
amount of 15% of the share capital in accordance with
applicable law provided that the acquisition is made at
the market price in force at the time of purchase with a
variance of plus or minus 5%. The authorisation has
been granted for a five-year period ending on 26 March
2020.

The Company’s holding of treasury shares at 31 De-
cember 2018 was 1,100,000 shares (2017: 1,205,000
shares), or 5.48% of the share capital.

Dividend

Strong financial resources are considered an important
strategic strength in the present market to achieve the
goal of a group relying on several profitable pillars and
generating high earnings. Another goal of the Board of
Directors is to distribute dividend annually.

The Board of Directors recommends to the Annual Gen-
eral Meeting on 29 March 2019 that ordinary dividend of
DKK 3.00 per share be distributed corresponding to a
total dividend of DKK 60.2 million.

The Parent’s income statement shows a profit of DKK

56.6 million. The Board of Directors recommends the
following appropriation of profit/loss:

Appropriation of profit/loss, DKKm

Retained earnings at 1 January 2018 321.8
Profit for the year 56.6
Share-based payment 0.8
Adjustments, investments in subsidiaries 10.2
and associates

Dividend on treasury shares 1.7
Disposal treasury shares 2.2
Other equity items 0.0
Available for distribution 393.3

The Board of Directors submits the following appro-
priation of profit for approval by the Annual General

Meeting:
Dividend to the shareholders 60.2
Retained earnings at 31 December 2018 333.1

North Media A/S Annual Report 2018 | 33



Shareholders
The register of shareholders holding at least 5% of the
share capital, which the Company keeps in accordance
with the Danish Companies Act, includes the following
shareholders:

Olav W. Hansen A/S

Holmboes Alle 1

8700 Horsens

Including related parties owning 1,847,100 shares,
equivalent to an equity interest of 9.21%.

Baunegard ApS
Fredensborg Kongevej 49
2980 Kokkedal

The principal shareholder is Richard Bunck, founder of
the Company, who through a wholly-owned and con-
trolled holding company, Baunegard ApS, holds 55.75%
of the share capital.

Baunegard ApS prepares consolidated financial state-
ments including North Media A/S.

The Board of Directors’ and the
Executive Board’s shareholdings in
North Media A/S at 31 December 2018

Board of Directors Shares
Mads Dahl Andersen 211,918
Richard Bunck

(incl. Baunegard ApS) 11,179,832
Peter Rasztar 0
Steen Gede 1,170
Ulrik Holsted-Sandgreen 0
Total 11,392,920

Executive Board Shares
Kare Stausg Wigh 80,000
Lasse Ingemann Brodt 30,000
Gorm Wesing Flyvholm 9,300
Henrik Lgvig Jensen 8,755
Jannik Bray Christensen 0
Total 128,055

During the financial year 2018, the following shares
were purchased or sold:

e Mads Dahl Andersen - purchased 40,500 shares

e Gorm Wesing Flyvholm - purchased 3,300 shares
e Henrik Lgvig Jensen - exercised 30,000 share op-
tions, purchased 1,000 shares and sold 22,245
shares

Sgren Jacob Frederik Holmblad - exercised 30,000
share options and sold 18,986 shares prior to step-
ping down as member of the Executive Board.

Management

At year-end 2018, the Company’s Board of Directors
and Executive Board, excluding Richard Bunck, con-
trolled 341,143 shares, or 1.70% of the share capital.

Share price
At 31 December 2018, the market capitalisation of the
Company’s shares was DKK 671.8 million.

Contact with investors

North Media A/S has an open and consistent dialogue

with investors and analysts so as to provide the stock

market with optimum and adequate information about
the Company.

Meetings with shareholders, investors, financial ana-
lysts and other stakeholders are held.

Corporate site

North Media A/S’ corporate site, www.northmedia.dKk,
provides information about the Company, the Board of
Directors, the Executive Board, shareholders, etc.

Contact to investors
Kare Stausg Wigh, Group Executive Director & CFO:

Telephone: (+45) 39 57 70 00
E-mail: investor@northmedia.dk
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Company announcements

22 February 2018 New market situation and strategic focus improve financial performance in 2017 and strengthen the basis for heavily improved earnings in 2018
25 February 2018 Major shareholder announcement

20 March 2018 Notice convening the Annual General Meeting of North Media A/S

13 April 2018 Annual General Meeting of North Media A/S, Friday, 13 April 2018 - Summary

13 April 2018 North Media A/S - Articles of Association

14 May 2018 New Chief Executive Officer appointed to BEKEY A/S

16 August 2018 Interim Report 2018

24 August 2018 North Media A/S grants share options to the Company’s Board of Directors, Executive Board and to selected executives of the Group

7 December 2018 North Media A/S adjusts expectations upwards for 2018

19 December 2018 Financial Calendar 2019

Financial calendar

7 February 2019 Annual Report 2018

15 February 2019 Term for submission of items for the agenda of the Annual General Meeting
29 March 2019 Annual General Meeting

2 May 2019 Interim Management Statement Q1 2019

15 August 2019 Interim Report 2019

7 November 2019 Interim Management Statement Q3 2019

Board of Directors” meeting calendar for 2019

28 January 2019 Monday

6 and 7 February 2019  Wednesday/Thursday
21 March 2019 Thursday

29 March 2019 Friday

1and 2 May 2019 Wednesday/Thursday
25 June 2019 Tuesday

14 and 15 August 2019 Wednesday/Thursday
24 September 2019 Tuesday

6 and 7 November 2019 Wednesday/Thursday
4 December 2019 Wednesday
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Our idea and mission

We provide offers and information
to consumers

We collect, analyse and enrich
data and in this way provide
customers to our customers

We create value for our

shareholders, customers Our values

and staff Customer-driven growth
Accountability
Quality
Fairness
We operate our business Positive aggressiveness
responsibly and with respect o
for our environment Our respon5|b|l|ty

The Company’s role in society
Environment and climate
Labour

Our governance model

Rules of procedure
Concept
Policy

North Media A/S Annual Report 2018 | 36



Our values

Customer-driven: Growth, value creation and availability

e We think growth - also for our customers.

o We develop value creating products and services that have market-
place effect and are self-generating.

e We need to be ready when our customers are.

Accountability: Ownership, honesty and caution

o We take ownership and responsibility - even when it is difficult and may
involve a risk.

e We are honest and clear and have the courage to make the right deci-
sions.

o We take responsibility for our staff's working conditions, situation and
environment.

Quality: Thoroughness, efficiency and improvement

o We know that thoroughness, order and methodicality create quality, ef-
ficiency and lasting solutions.

e We emphasise facts and measurements when making decisions.

o We think sustained improvements and ensure that each and every one
has focus on delivering quality in products and processes.

Fairness: Business practice, equal treatment and mutual requirements

e We exercise sound business practice so that both our customers and we
benefit from the partnership - this is fair and develops long relation-
ships.

o We ensure that staff finding themselves in the same situation are
treated equally.

e We make demands on each other and mutually keep the agreements
made.

Positive aggressiveness: Passion, innovation and persistence

o We are passionate about what we do, we are persistent, and we get
things done.

o We dare think innovatively, and challenge thoughts until a decision is
made.

e We never act from fear, but from what we want and desire.

Our responsibility

The Company’s role in society

Respect for Danish values and culture.
The rights of individuals, equality and a humane view of human nature.
Anti-corruption guidelines.

Environment and climate

()

Distribution of newspapers and printed matter.
Use of newsprint.
Energy consumption of terminals and office buildings.

Labour

Pay and working conditions for distributors of newspapers and printed
matter.

Working environment at FK Distribution’s two packing terminals.
Diverse staff mix. Staff are measured by their skills, effort, experience
and approachs.

Our governance model

Rules of procedure, instructions for the Board of Directors and

the Executive Board.

Concepts for business and HR management.

Policy on corporate social responsibility.

Policy on diversity and inclusion.

Policy on investor relations and communication.

Policy on internal control, accounting policies, reporting and controlling.
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Corporate governance in North Media

Governance structure of North Media

General Meeting

Board of Directors / Audit Committee

Group Executive Board

Board Board Board Board
of of of of
Directors Directors Directors Directors

North Media A/S has around 1,600 shareholders. The
Company’s founder, Richard Bunck, holds 55.75% of
the shares and is so the principal shareholder. The
general meeting is North Media A/S’ ultimate author-
ity and elects the members of the Board of Directors.

The decision-making power and responsibilities of the
Board of Directors and the Executive Board are speci-
fied in the instructions for the Board of Directors and
the Executive Board of North Media A/S.

The Board of Directors has five members who are
elected annually. The Board of Directors is responsi-
ble for developing the Group’s strategy and goals, the

framework for the financial structure and risk man-
agement as well as policies and guidelines for the
overall management of the Group, and it has held ten
meetings in 2018 compared with nine in 2017. All
members have attended all Board meetings.

When putting together the Board of Directors, the
competencies are considered that are deemed rele-
vant and important to be able to optimally perform its
tasks. Experience with management, development of
strategies, financial reporting and financial manage-
ment, risk management, acquisition and divestment of
businesses, entrepreneurship and scaling of organi-
sations from small volumes to large volumes are vital
competencies to hold on the Board of Directors. The
Board of Directors of North Media A/S is composed of
persons holding a mix of these competencies. The in-
dividual members’ special competencies are evident
from the Company’s website.

Once ayear, the Board of Directors performs a self-
evaluation. The procedure is that, prior to the Board
meeting at which the evaluation is to take place, each
member completes a questionnaire with 15 questions.
The main questions concern: 1) Conduct of Board
meetings, 2] Assessment of the material received to
prepare for the meetings, (3) Control function, and 4)
Cooperation on the Board and contributions to value
creation. The Chairman compiles the score for each of
the 15 questions from the Board members and is re-
sponsible for summarising the answers and a discus-
sion of how the Board work might be improved.

In the financial year 2018, Richard Bunck was chair-
man of the Annual General Meeting held on 13 April
2018. The conclusion from the latest evaluation of the
Board of Directors under his chairmanship was that
the Board functions well and its members cooperate

well and are well-prepared and that focus is on rele-
vant issues that are discussed openly and appropri-
ately. At the Annual General Meeting of 13 April 2018,
Mads Dahl Anders was elected new Chairman of the
Board. The first self-evaluation of the Board under the
new Chairman will be carried out in March 2019. The
Board of Directors believes that the change of chair-
man went well and that the Board is still efficient.

The Audit Committee consists of two Board members
(Peter Rasztar and Steen Gede) appointed by the
Board of Directors for two years at a time. The Audit
Committee is responsible for monitoring financial re-
porting, internal controls, risk management systems
and audits. The organisation and tasks of the Audit
Committee are specified in the Committee’s terms of
reference. The terms of reference and the description
of the Group’s internal control processes in financial
reporting are evident from its website www.northme-
dia.dk/governance.cfm. In 2018, the Audit Committee
held three meetings, and four in 2017.

The Group Executive Board consists of five members:
A Group Executive Director & CFO and the four Chief
Executive Officers from the Group's four segments.
The overarching purpose of the Group Executive
Board is to serve as a workroom at an operational
level. This is reflected in four aims: 1) To provide in-
spiration and exchange experience about business ini-
tiatives, execution of strategy and other areas that
may contribute to growth across the organisation; 2)
to coordinate the preparation of external reporting
and communication; 3) to implement the overall basic
values; and 4] to define the framework for joint group
information to staff. As a rule, the Group Executive
Board meets ten times a year and otherwise as
needed.
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The Chief Executive Officer of each of the four seg-
ments refers directly to their separate boards of di-
rectors. Presently, these boards of directors are com-
posed of the same five members as constitute the
Board of Directors of North Media A/S. The Chief Ex-
ecutive Officers are responsible for formulating the
business concepts and for the day-to-day manage-
ment of the execution of strategy and action plan in
their respective business segments. They participate
in all Board meetings of North Media A/S, and they
have a right to attend the Board meetings in the other
business segments.

Corporate Governance

According to section 107b of the Danish Financial
Statements Act and paragraph 4.3 of “Rules for Issu-
ers of Shares - NASDAQ OMX Copenhagen”, listed
companies must draw up a report on corporate gov-
ernance. The report must describe how the company
deals with the recommendations regularly published
by the Committee on Corporate Governance in Den-
mark. The Committee’s recommendations are availa-
ble from www.corporategovernance.dk.

When drawing up the report on corporate governance,
the company must apply the “comply or explain” prin-
ciple. Under this principle, the company must either
comply with the corporate governance recommenda-
tions or explain why it has decided not to comply with
them, or to just comply with some of them. This
means that the company must state the recommenda-
tions that it does not comply with and the reasons for
non-compliance and, where relevant, explain what
measures it has taken instead.

According to the principle, the affairs and conditions
of the company are what determine the extent to
which the recommendations are complied with, or
whether it would be inappropriate or undesirable for
the company to do so, as the top priority is to ensure
transparent corporate governance.

The Board of Directors and the Executive Board of
North Media A/S regularly discuss and consider the
Company’s corporate governance policies and proce-
dures. The recommendations, together with applica-
ble law and guidelines as established by the Board of
Di-rectors, form the basis of such work.

The Group follows 37 of a total of 47 recommenda-
tions. Three recommendations are followed in part,
and seven are not followed. The Board of Directors is
constantly considering how the recommendations
may contribute to ensuring maximum value creation
for the Company's shareholders. Accordingly, the
Board of Directors also considers whether recom-
mendations not previously complied with should be
complied with.

The complete report and schedules are available from
the Company’s website, www.northmedia.dk/govern-
ance.cfm.

Areas in which North Media A/S deviates from the
recommendations:

Dialogue between company, shareholders and other
stakeholders
Recommendation 1.1.3 to publish quarterly reports is
not followed.

In the financial year 2018, the Company did not publish
quarterly reports, as it was believed that the re-
sources required to prepare such reports would not
be commensurate with the benefit. Effective from the
financial year 2019, the Company has decided to pub-
lish interim management statements.

Independence of the board of directors
Recommendation 3.2.1 that at least half of the mem-
bers of the board of directors elected by the general
meeting be independent is not complied with.

In the past five years, Chairman Mads Dahl Andersen
has been a member of the Executive Board before be-
ing elected to the Board of Directors and is therefore
not independent. It is considered beneficial that the
Chairman has thorough knowledge of the Group’s ac-
tivities. This is not deemed to mean, that Mads Dahl
Andersen has special interests resulting in a negative
impact on independence or the work of the Board of
Directors in general.

Vice-Chairman Richard Bunck is also principal share-
holder and hence not independent. He is deemed to
have interests convergent with those of the other
shareholders.

Board Member Ulrik Holsted-Sandgreen is an attor-
ney-at-law and partner of Horten Advokatpart-
nerselskab, the law firm providing professional advi-
sory services to the Company. Therefore, Ulrik Hol-
sted-Sandgreen may not be considered independent.
Ulrik Holsted-Sandgreen does not participate in deci-
sions to engage Horten Advokatpartnerselskab as ad-
visor to North Media A/S or the Group’s companies.

25 April 2015, Steen Gede has had a seat on the Board
for more than 12 years and may therefore not be con-
sidered independent.

29 April 2017, Peter Rasztar has had a seat on the
Board for more than 12 years and may therefore not
be considered independent.

Management does not believe that a Board member’s
independence and work on the Board of Directors de-
pends on whether such member has been on the
board for more or less than 12 years.

The Board of Directors is aware of the lack of inde-
pendence pursuant to the recommendations on cor-
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porate governance, but does not agree with the rec-
ommendation, for which reason no decision has been
made regarding particular compensating safeguards.

Board committees

Recommendation 3.4.2. that a majority of the mem-
bers of a board committee be independent is not fol-
lowed.

No particular board committees other than the Audit

Committee have been appointed; however, the major-
ity of the Board members are not independent. Refer
also to the comments on item 3.2.1 for reasons as to

why the recommendation is not followed.

Recommendation 3.4.7 to establish a remuneration
committee and prepare a remuneration report is fol-
lowed in part.

The entire Board of Directors composes the Remu-
neration Committee. A remuneration policy has been
adopted that has been approved by the general meet-

ing.

No annual remuneration report is prepared. Refer
also to the comments on item 4.2.3 for reasons as to
why the recommendation is not followed.

Evaluation of the performance of the board of
directors and the executive board

Recommendation 3.5.1 to establish an evaluation pro-
cedure for evaluating the board of directors is fol-
lowed in part.

An evaluation of the Board of Directors and the Execu-
tive Board and a self-evaluation of the Board of Direc-
tors are performed once a year in accordance with the
Board of Directors’ calendar of meetings. The Board
members complete a questionnaire about their Board
work, and this is discussed by the Board of Directors

and described in the management commentary. This
is consistent with the recommendation.

No external assistance is involved in the evaluation, as
such assistance is not considered to significantly in-
crease the quality and benefit of the evaluation pro-
cess. Consequently, the recommendation is only fol-
lowed in part.

Form and substance of the remuneration policy
Recommendation 4.1.2 concerning variable pay com-
ponents is followed in part.

The recommendation is followed except that the Com-
pany cannot require repayment of variable pay com-
ponents paid to an employee based on information,
which later on turns out to be incorrect. Following the
recommendation is considered inappropriate taking
into the account the relatively limited number of varia-
ble pay components paid.

Recommendation 4.1.3 regarding remuneration of
members of the board of directors by share options is
not complied with.

Three out of the five members of the Board of Direc-
tors have been granted share options. Consequently,
the recommendation is not followed because it is con-
sidered in the shareholders’ interest that the Board
members too have an interest in long-term value cre-
ation as well as an increasing share price.

Disclosure of the remuneration policy
Recommendation 4.2.2 concerning the shareholders’
approval of proposed remuneration of the board of di-
rectors is not followed.

Remuneration to Board members is determined and
approved by the Board of Directors. Following the im-
plementation of the Shareholder Rights Directive in
2019, the Company intends to adjust its practice for

approving and reporting remuneration accordingly
and to submit proposals to the Annual General Meet-
ing in 2020 for the approval of remuneration of the
Board of Directors in 2020.

Recommendation 4.2.3 concerning preparation of a
remuneration report on the total remuneration of the
individual members of the board of directors and the
executive board is not followed.

North Media does not prepare a remuneration report
for 2018. Following the implementation of the Share-
holder Rights Directive, as mentioned in item 4.2.2,
the Company intends to prepare and publish a remu-
neration report for 2019.

Total remuneration of the Board of Directors, the Ex-
ecutive Board and executive staff is disclosed in the
Annual Report. North Media A/S’ general remunera-
tion policy, which was approved at the Annual General
Meeting in 2017, aims to ensure that the Company of-
fers competitive remuneration, which is based on ef-
forts and performance, and which is on a par with re-
muneration offered by comparable listed companies.

Whistle-blower scheme
Recommendation 5.2.1 to establish a whistle-blower
scheme is not followed.

The Board of Directors does not consider a whistle-
blower scheme a guarantee that serious offences or
suspicion thereof will be reported. The Board of Direc-
tors rather believes that open dialogue with and en-
couragement of all staff or others who might have
something to report, to contact any member of the Ex-
ecutive Board or the Board of Directors are more ef-
fective.
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Statutory report on corporate social responsibility

Core values and basic principles

North Media’s business units are managed and driven
by strong core values forming the basis of the Compa-
ny's policies, rules and business processes. The
Group considers corporate social responsibility a nat-
ural element of the different business units’ strategies
and daily operations.

One of North Media’s basic principles is to demon-
strate accountability to society, customers and em-
ployees. We also aim to demonstrate fairness and loy-
alty in any decision we make.

North Media regularly focuses on CSR-related mat-
ters as much as it does on its constant efforts to
strengthen working processes and products.

Being accountable in all respects is an important ele-
ment of the Group's values and therefore a key ele-
ment of great relevance to the Group's vision, objec-
tives and strategy. The Board of Directors lays down
the overall policies and framework for the Group's
corporate social responsibility efforts, and the respon-
sibility for strategic execution and achievement of
goals rests with the Group Executive Board and with
Management in each business segment.

This means that North Media constantly focuses on
not just complying with Danish and international rules
and conventions, but also on using responsible behav-
jour to increase its financial, social and environmental
performance through regular control, optimisation,
operationalisation and reporting.

The business model for the individual segments is de-
scribed on pages 9-26 of the management commen-
tary.

Based on North Media’s core values and basic princi-
ples and considering the business models in the
Group’s business segments, the Group’s focus is on
the following main areas:

e Environmental and climate impacts
e Human rights and labour aspects
e Anti-corruption

Environmental and climate impact
North Media considers the following two areas to be
subject to particular environmental and climate risks:

e Consumption of newsprint
e Distribution

Consumption of newsprint

Policy

It is important for North Media A/S that the Group's
newspapers are produced following sustainable
methods. This is why the Group’s newspapers are us-
ing FSC-certified newsprint. The FSC Certificate is a
global labelling system widely supported by a number
of environmental organisations such as WWF, Green-
peace and Nepenthes.

Action

North Media cooperates with some of Denmark’s
largest and best printing houses for the printing of the
Group’s newspapers. Pressens Fallesindkgb, the pro-
curement association of the Danish press, and the
printing houses ensure that the requirements for the
traceability of newsprint, among others, are met,
which is an important element of FSC certification.

The wood used to produce newsprint is from FSC-cer-
tified forests, mainly Nordic forests, where trees not
are felled faster than it take new trees to grow.

Results

Most of the newsprint already used is collected and
recycled through municipal recycling systems and is
thus included in the production of new newsprint. This
helps reduce the environmental impact as much as
possible.

Distribution

Policy

North Media regularly explores avenues of more eco-
friendly distribution arrangements, and would in this
context particularly underline No Ads+, which holds
the potential for revolutionising physical distribution
in Denmark and for creating a greener distribution ar-
rangement.

Action

North Media’s subsidiary, FK Distribution, has devel-
oped NoAds+, allowing recipients of retail leaflets to
choose exactly what printed matter they want to re-
ceive and what not to receive.

FK Distribution has also refined its digital platform,
minetilbud.dk. Via iOS and Android apps, users can
look for bargains while on the road and read the latest
retail leaflets whether on a train or on their couch at
home.

Results

The NoAds+ scheme has gained wide backing from re-
tailers. This is because NoAds+ consumers spend
more time reading the individual retail leaflet opted
for, but also that NoAds+ enables retailers to enhance
their CSR profile vis-a-vis customers, business part-
ners and political stakeholders.

FK Distribution expects that minetilbud.dk will gain
more currency and that the NoAds+ will continue to
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play a significant role when Danish households are to
decide whether or not to receive printed matter. By
developing new products and services that combine
print and online, we aim to offer more efficient mar-
keting channels.

Human rights and labour aspects

North Media’s human rights efforts should be viewed
in the context of the Group in practice only operating
in Denmark. So, in practice these efforts are concen-
trated on social aspects, including employee condi-
tions and a general respect for human rights, see
"Core values and basic principles”.

Itis group policy to offer all full-time staff a pension
and health care plan (within the framework of the col-
lective agreements applicable for each trade group),
with related insurance cover in the event of illness or
death. It is also group policy to give everybody equal
rights — regardless of gender, age or ethnicity.

The Group has identified the following three areas as
particular risk areas with respect to human rights and
employee conditions:

e Payand working conditions for the Group’s distrib-
utors of newspapers and printed matter

e Health and safety in production

e Non-discrimination of employees upon engage-
ment or promotion.

e Diverse staff mix.

Pay and working conditions for the Group's
distributors of newspapers and printed matter
Policy

Thanks to its distribution business, North Media is one
of Denmark’s largest workplaces for young people.
Working as a distributor is often the first source of
money earned outside their home. This places heavy
demands on North Media as a business and on the or-
ganisation, systems and procedures to ensure that

each of our employees has a positive and favourable
perception of their first job.

Action

The introduction to the job is always given in dialogue
with the distributor and his or her parents. Thorough
instructions and follow-up are provided, and compre-
hensive introduction material has been prepared,
which - based on many years of experience - is aimed
atintroducing the young distributor to the job before,
during and after having done the work.

The distributors are involved in the planning of their
work. From their personal page at
www.blivomdeler.nu, they can easily plan the delivery
sequence they find optimal for visiting the individual
households. Then we pack the products in the se-
quence requested.

To ensure that the employee always receives a pay re-
flecting the effort made on the individual route, vari-
ous checks are carried out. Their purpose is to ensure
that we comply with the working environment rules
and that the distributors receive a fair pay reflecting
the work they do. The distribution business has dedi-
cated employees, who regularly give instructions and
check that North Media meets the targets set.

Results

We believe that we help our young distributors de-
velop basic skills such as organising one’s time and
planning an assignment by offering them a job as a
distributor. Add to this attitudinal values such as relia-
bility and a sense of responsibility. These are all skills
that help develop them as individuals and citizens;
specific skills that they will need to have when they
begin their studies and later when they enter the job
market as adults. The distributors’ sense of responsi-
bility is also underlined by the fact that they perform
on the same level as our older distributors.

Health and safety in production

Policy

The distribution business’ policy is to put conditions in
place for a good working environment. A low fre-
quency of industrial injuries and sickness absentee-
ism and many years of service among employees at
the packing terminals are a measure of success in
that respect.

Action

The low frequency of sickness absenteeism is to be
maintained on the basis of continued, close staff in-
volvement and visible management, but also by main-
taining the systematic efforts to counter and prevent
industrial accidents. Industrial injuries are always an-
alysed by the health and safety organisation.

Focus is on sickness absence, and systematic follow-
ups are made on the basis of sickness interviews. In
that respect, the Company also focuses on long-term
healthy employees who have not contracted any sick-
ness over the past 12 months.

Sickness absenteeismin
production

2014 2015 2016 2017 2018
Dansk Arbejdsgiverforening - industrial

average
FK packing terminals
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Results

In 2018, seven minor injuries occurred in production,
which is on a par with 2017. Compared with 2017,
sickness absenteeism at the terminals has increased
a little and totals 4.0 days a year inclusive of employ-
ees on long-term sick leave, equalling a sickness ab-
senteeism rate of 1.8%, which is still a low rate. The
rate of long-term healthy production staff without ab-
sence due to sickness is 22% in 2018. The table above
shows sickness absenteeism for the period 2014 to
2018 compared with industry figures up to 2017.

The length of service among our production staff has

gone down from 8.4 yearsin 2017 to 7.0 years in 2018,
which is ascribable to more people having been hired

because of the increased volume of printed matter.

Equal terms when engaged and when promoted
Policy

The Company’s staff policy is based on its strong core
values, which aim at providing equal opportunities to
everybody, and that, as a rule, everybody must meet
the same requirements.

Action

For example, it is a requirement for being employed
with the Group’s packing terminals that the candidate
is able to speak and understand Danish. Employees
are also instructed to speak only in Danish at the
workplace so that everyone can understand all con-
versations and no one feels left out.

To give employees better job rotation opportunities
and thus higher job enrichment, employees not hold-
ing a forklift driver’s licence are offered training and
the opportunity to acquire such licence.

Results
This has led to the successful integration of those ap-
proximately 90% of the Group’s packing staff who are

non-ethnic Danes. As a result, the supervisory posi-
tions are increasingly held by non-ethnic Danes, which
in itself has a cumulative effect on successful integra-
tion.

In practice, no conflicts exist in the workplace despite
the fact that people from different cultures work to-
gether.

Diverse staff mix

Policy

North Media’s objective is to be an attractive work-
place to persons with strong skills who can help de-
velop the Group. The overall aim of the diversity and
social inclusion policy is to ensure that all employees
are evaluated equally based on their competencies.
Moreover, we view diversity as a precondition for
maintaining a good and innovative work environment.
We strive to have a multifarious staff mix regardless
of gender, ethnic background, religion, nationality,
sexual orientation and age. We believe that diversity is
a strength that helps the Group attract and maintain
the best talent.

To North Media, social inclusion means that all groups
of employees are able to make a career for them-
selves.

The policy applies to the listed Parent, North Media
A/S. The subsidiaries will be drawing up their own pol-
icies in so far as they are subject to Danish Act no
1383 of 23 December 2012.

Action

North Media makes use of employee surveys and per-
formance evaluations to identify manager potential
among group employees to develop staff and encour-
age skilful employees to apply for a managerial posi-
tion within the Group.

From the very beginning of the Company, it has always
been natural for North Media and our subsidiaries to
consider women and men equally qualified for any of
the Group’s vacant positions. Only individual qualifica-
tions, approaches and work efforts have been and are
crucial in appointing an employee to a position. No
matter what position is or has been vacant.

The Company does not do anything particular to pro-
mote one gender over the other. Precisely that would
not be in line with the Company’s culture either.

Results
At North Media, there is almost a balance of male em-
ployees and female employees.

At executive board level, the current five members are
all men. The current number of male and female
managers is three and three, respectively.

The Board of Directors is made up of five members
who are all men. The current male Board members
have been carefully selected based on their compe-
tence as well as the challenges and development po-
tential faced by the Group.

When, at a given moment in time, North Media decides
to add new skills to the Board of Directors, or if a
member would like to resign, North Media will seek to
have at least 25% of the candidates for the vacant
seat(s) on the Board represent the underrepresented
gender, meaning women. Over the four-year period
from 2017 to 2020, the objective is also for women to
make up at least 20% of the Board of Directors. These
objectives are considered ambitious but also realistic.

At the Annual General Meeting held on 13 April 2018,
the current Board of Directors was re-elected, and
Mads Dahl Andersen was elected new member. He
was recommended and elected because of his in-
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depth knowledge about and experience with the Group
and its activities.

So, the objective of at least 25% women candidates for
vacant seats on the Board and at least 20% women on
the Board has not been fulfilled yet.

Anti-corruption

Policy

North Media’s anti-corruption efforts are based on its
strong core values, see description in “Core values
and basic principles”.

Action

Employees have never been permitted to receive gifts
from vendors. Any gifts received from vendors, typi-
cally before Christmas, are distributed randomly
among the individual departments by way of a draw
among all employees. Books received as part of re-
views or publicity in the newspapers are held by the
editorial office and distributed among all employees
before Christmas.

Results

The Group has never recorded any cases of bribery or
other type of corruption, and it is not considered a
risky area.
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Risks and risk management

Arisk is defined as an event that, if it occurs, will re-
duce the possibility of achieving a specific goal. Such
goal reflects what the North Media Group strives to
achieve in relation to our strategy whereas risks are
the reasons why it does not achieve that goal.

Negative surprises are unwanted, and risk manage-
ment enables the assessment of risks and implemen-
tation of measures to reduce the effect of risks to an
acceptable level.

The risk management process identifies, assesses,
responds to, monitors and reports risks.

Like the rest of the Group, the general management of
the risk area is based on the principles of the funda-
mental management structure, which is described in
the section on corporate governance. Risks are fol-
lowed up on and managed by means of internal poli-
cies, concepts and procedures.

Risk policy

Our risk management policy is to proactively manage
risks to ensure sustained growth of our business and
to protect our staff, assets and reputation. Conse-
quently, we:

e Apply an effective and integrated risk management
process while maintaining corporate flexibility.

o |dentify and assess significant risks associated
with our business.

e Monitor, manage and reduce risks.

Our risk-taking approach (risk tolerance] depends on

the specific category of risk:

e We accept risks involved in bringing to the market
new technological solutions that meet customers’
requirements.

e We have adopted a conservative approach to man-
aging financial risks.

e We strive to reduce supply chain risks through
proactive business planning and back-up facilities
(newspaper printing facilities, IT systems etc.).

e We aim to reduce risks for people and the environ-
ment in our business activities.

Risks of North Media

e Strategic (which may be affected by, for example,
political risks, megatrends and market risks).

e Operational.

e Financial.

e Compliance (observance of law and regulations
etc.).

North Media’s principal risks and measures to reduce
them are listed below:
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Risks Description Mitigating measures

Strategic

Political Political decisions and steps may affect the com- We are working determinedly to help political decision-makers have a well-docu-
petition to provide the goods and services that mented and correct basis for decision.
consumers want, at a fair price.

Megatrends Social media, led by Google, Facebook and Insta- North Media wants to be at the forefront of this development and therefore works ac-

Market risks

(fluctuations in demand
caused by macroeconomic
developments)

Market risks
(technological develop-
ments)

Operational

gram, have entered the market of disseminating
offers to consumers, and retailers are increas-
ingly substituting the retail leaflet for offers ad-
vertised through social media. FK Distribution is
today considering social media our largest and
most serious competitors.

All of North Medias business units are high-vol-
ume businesses. In the short run, earnings are
sensitive to fluctuations in volume as the produc-
tion capacity cannot be adjusted at short notice.

North Media Online works with new business
models on new platforms.

BEKEY: The market for electronic access control
for buildings is new, and the business model in-
cludes hardware in the form of physical products
with a long time of development and production
and lead-time.

tively to develop products within the more classic print activities as well as modern
online activities.

e FK Distribution’s contract portfolio is composed of one-year and two-year con-
tracts.

e North Media Aviser: The membership of Pressens Feellesindkgb helps reduce the
market risk related to prices of newsprint.

e North Media Aviser: Long-term print contracts ensure that print prices are con-
stantly competitive.

e Attempts are made for both North Media Online and BEKEY to constantly adjust
their business models to the new and immature markets and to technological de-
velopments.

Operational

Breakdown of IT systems or fire at terminals or in
office buildings.

e FK Distribution’s distribution terminals in Taastrup and Tilst are fireproofed and
insured as necessary.

e North Media Aviser: Production and printing may be redirected to other servers
and printing houses.

e North Media regularly updates the Group’s IT procedures, including the its IT secu-
rity policy, IT risk analysis and IT security test. IT operations may relatively quickly
be moved to other servers.

e The Group’'s assets are appropriately insured based on insurable risks and own
risk.
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Risks

Operational

Financial

Description

Unsatisfactory quality in distribution of printed
matter

Consistency of supply may be challenged

Mitigating measures

Sorting systems pack the printed matter in household sets by route with a very low
number of errors per thousand.

Distribution quality is ensured through training and control calls.

FK Distribution cooperates closely with selected customers on an ongoing basis to
continuously improve quality.

BEKEY carefully selects its suppliers, and stock of products ensures ability to de-
liver.

Financial

Reporting risks

Compliance risks

Portfolio of securities

Interest rate risks

Cash flow risks

Credit risks

Currency risks

Financial reporting process

North Media makes investments based on a long-term “buy and hold” strategy.

Hedges interest rate risks on the Group's long-term loans.

Adequate and flexible financial resources.

The Group's cash pool optimises interest received and interest paid on the Group’s
total cash flows.

Sound dividend policy.

The Group’s bad debt loss has historically been limited in size.

Newsprint is purchased in SEK and NOK. The membership of Pressens Fzllesindkgb
helps reduce the market risk related to prices of newsprint.

Internal control and risk management processes ensure that internal and external fi-
nancial statements give a true and fair view free from material misstatement.

Compliance

Non-compliance with regulations and standards
may lead to financial losses and have an adverse
effect on the Group’s reputation

We work continuously on ensuring that we give priority to complying with applicable
regulations and standards.
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Statement by
Management on the
Annual Report

The Board of Directors and the Executive Board have
today considered and approved the Annual Report of
North Media A/S for the financial year 1 January to 31
December 2018.

The consolidated financial statements are presented
in accordance with International Financial Reporting
Standards as adopted by the EU. The parent financial
statements are presented in accordance with the Dan-
ish Financial Statements Act. Furthermore, the An-
nual Report is prepared in accordance with Danish
disclosure requirements for listed companies.

In our opinion, the consolidated financial statements
and the parent financial statements give a true and
fair view of the Group’s and the Parent’s financial po-
sition at 31 December 2018 and of their financial per-
formance and the Group’s cash flows for the financial
year 1 January to 31 December 2018.

We believe that the management commentary con-
tains a fair review of the developments in the Group’s
and the Parent’s activities and finances, performance
for the year and the Parent’s financial position, and of
the financial position as a whole for the entities in-
cluded in the consolidated financial statements as
well as a description of the most material risks and
uncertainties facing the Group and the Parent.

We recommend the Annual Report for adoption at the Annual General Meeting.
Seborg, 7 February 2019

Executive Board

Lasse Ingemann Brodt
CEO, Forbruger-Kontakt A/S

Gorm Wesing Flyvholm
CEO, North Media Aviser A/S

Kare Stausg Wigh
Group Executive Director & CFO

Jannik Bray Christensen
CEO, BEKEY A/S

Henrik Lgvig Jensen
CEO, North Media Online A/S

Board of Directors

Mads Dahl Mgberg Andersen Richard Gustav Bunck Peter Rasztar

Chairman Vice-Chairman

Steen Gede Ulrik Holsted-Sandgreen

Adoption

As presented and adopted at the Annual General Meeting of shareholders on 29 March 2019.
As chairman of the meeting:

Ole Borch
Attorney-at-Law, Borch & Elverdam Advokatanpartsselskab
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Independent auditor’s report

To the shareholders of North Media A/S

Opinion

We have audited the consolidated financial statements
and the parent financial statements of North Media
A/S for the financial year 01.01.2018 - 31.12.2018,
which comprise the income statement, balance sheet,
statement of changes in equity and notes, including a
summary of significant accounting policies, for the
Group as well as the Parent, and the statement of
comprehensive income and the cash flow statement of
the Group. The consolidated financial statements are
prepared in accordance with International Financial
Reporting Standards as adopted by the EU and addi-
tional requirements of the Danish Financial State-
ments Act, and the parent financial statements are
prepared in accordance with the Danish Financial
Statements Act.

In our opinion, the consolidated financial statements
give a true and fair view of the Group’s financial posi-
tion at 31.12.2018 and of the results of its operations
and cash flows for the financial year 01.01.2018 -
31.12.2018 in accordance with International Financial
Reporting Standards as adopted by the EU and addi-
tional requirements under the Danish Financial State-
ments Act.

Furthermore, in our opinion, the parent financial
statements give a true and fair view of the Parent’s fi-
nancial position at 31.12.2018, and of the results of its
operations for the financial year 01.01.2018 -
31.12.2018 in accordance with the Danish Financial
Statements Act.

Our opinion is consistent with our audit book com-
ments issued to the Audit Committee and the Board of
Directors.

Basis for opinion

We conducted our audit in accordance with Interna-
tional Standards on Auditing (ISAs) and the additional
requirements applicable in Denmark. Our responsibil-
ities under those standards and requirements are fur-
ther described in the “Auditor’s responsibilities for the
audit of the consolidated financial statements and the
parent financial statements” section of this auditor’s
report. We are independent of the Group in accord-
ance with the International Ethics Standards Board of
Accountants’ Code of Ethics for Professional Account-
ants (IESBA Code) and the additional requirements
applicable in Denmark, and we have fulfilled our other
ethical responsibilities in accordance with these re-
quirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide
a basis for our opinion.

To the best of our knowledge and belief, we have not
provided any prohibited non-audit services as referred
to in Article 5(1) of Regulation (EU) No 537/2014.

We were first appointed auditors of North Media A/S
on 3 April 2009 for the financial year 2009. We have
been re-appointed annually at the annual general
meetings for a total consecutive engagement period of
10 years up to and including the financial year 2018.

Key audit matters

Key audit matters are those matters that, in our pro-
fessional judgement, were of most significance in our
audit of the consolidated financial statements and the
parent financial statements for the financial year
01.01.2018 - 31.12.2018. These matters were ad-
dressed in the context of our audit of the consolidated
financial statements and the parent financial state-
ments as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these
matters.
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Specialitems

Income and expenses recognised as special
items represent a net expense of DKK 15.7 mil-
lion (2017: a net expense of DKK 0.4 million).
We refer to Note 13 in the Annual Report.

Recognising income and expenses as special
items may have a material effect on the
presentation of the Group’s profit or loss and
on comparability from year to year. In addition,
estimates are included in the identification,
classification and measurement of items pre-
sented as special items, also due to the signifi-
cance and non-routine nature of such items.
There is also a risk that the Group’s accounting
policy for special items is not applied consist-
ently.

Based on this, special items are considered a
key audit matter.

How the matter was addressed in our audit
As part of our audit, we have assessed the ap-
propriateness of the overall presentation and
classification of expenses recognised as spe-
cial items and the consistency thereof with the

Group’s accounting policies. In this context, we:

e Assessed whether expenses recognised as
special items in respect of the Group’s re-
structuring are directly and closely related
to such restructuring.

o Assessed the completeness of the special
items recognised, with special focus on the
existence of any further income that should
have been classified as special items.

e Examined the calculation of all material ex-
penses recognised as special items and
verified amounts calculated to underlying
documentation and agreements as well as
assessed the reasonableness of the esti-
mates made by Management in the calcula-
tion of the amounts.

e Assessed whether disclosures in the notes
are adequate and appropriate.

Statement on the management commentary
Management is responsible for the management com-
mentary.

Our opinion on the consolidated financial statements
and the parent financial statements does not cover the
management commentary, and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated finan-
cial statements and the parent financial statements,
our responsibility is to read the management com-
mentary and, in doing so, consider whether the man-
agement commentary is materially inconsistent with
the consolidated financial statements and the parent
financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

Moreover, it is our responsibility to consider whether
the management commentary provides the infor-
mation required under the Danish Financial State-
ments Act.

Based on the work we have performed, we conclude
that the management commentary is in accordance
with the consolidated financial statements and the
parent financial statements and has been prepared in
accordance with the requirements of the Danish Fi-
nancial Statements Act. We did not identify any mate-
rial misstatement of the management commentary.
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Management's responsibilities for the consolidated
financial statements and the parent financial
statements

Management is responsible for the preparation of

consolidated financial statements that give a true and

fair view in accordance with International Financial
Reporting Standards as adopted by the EU and addi-

tional requirements under the Danish Financial State-
ments Act as well as the preparation of parent finan-

cial statements that give a true and fair view in ac-
cordance with the Danish Financial Statements Act,
and for such internal control as Management deter-
mines is necessary to enable the preparation of con-
solidated financial statements and parent financial

statements that are free from material misstatement,

whether due to fraud or error.

In preparing the consolidated financial statements
and the parent financial statements, Management is
responsible for assessing the Group’s and the Par-
ent’s ability to continue as a going concern, for dis-
closing, as applicable, matters related to going con-
cern, and for using the going concern basis of ac-

counting in preparing the consolidated financial state-

ments and the parent financial statements unless
Management either intends to liquidate the Group or
the Entity or to cease operations, or has no realistic
alternative but to do so.

Auditor’s responsibilities for the consolidated
financial statements and the parent financial
statements

Our objectives are to obtain reasonable assurance
about whether the consolidated financial statements
and the parent financial statements as a whole are
free from material misstatement, whether due to

fraud or error, and to issue an auditor’s report that in-
cludes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs and the additional
requirements applicable in Denmark will always de-
tect a material misstatement when it exists. Misstate-
ments can arise from fraud or error and are consid-
ered material if, individually or in the aggregate, they
could reasonably be expected to influence the eco-
nomic decisions of users taken on the basis of these
consolidated financial statements and these parent fi-
nancial statements.

As part of an audit conducted in accordance with ISAs
and the additional requirements applicable in Den-
mark, we exercise professional judgement and main-
tain professional scepticism throughout the audit. We
also:

Identify and assess the risks of material misstate-
ment of the consolidated financial statements and
the parent financial statements, whether due to
fraud or error, design and perform audit proce-
dures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to pro-
vide a basis for our opinion. The risk of not detect-
ing a material misstatement resulting from fraud
is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of
internal control.

Obtain an understanding of internal control rele-
vant to the audit in order to design audit proce-
dures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on
the effectiveness of the Group’s and the Parent’s
internal control.

Evaluate the appropriateness of accounting poli-
cies used and the reasonableness of accounting
estimates and related disclosures made by Man-
agement.

Conclude on the appropriateness of Management's
use of the going concern basis of accounting in
preparing the consolidated financial statements
and the parent financial statements, and, based on
the audit evidence obtained, whether a material
uncertainty exists related to events or conditions
that may cast significant doubt on the Group's and
the Parent’s ability to continue as a going concern.
If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s
report to the related disclosures in the consoli-
dated financial statements and the parent financial
statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our
auditor’s report. However, future events or condi-
tions may cause the Group and the Entity to cease
to continue as a going concern.

Evaluate the overall presentation, structure and
content of the consolidated financial statements
and the parent financial statements, including the
disclosures in the notes, and whether the consoli-
dated financial statements and the parent financial
statements represent the underlying transactions
and events in a manner that gives a true and fair
view.

Obtain sufficient appropriate audit evidence re-
garding the financial information of the entities or
business activities within the Group to express an
opinion on the consolidated financial statements.
We are responsible for the direction, supervision
and performance of the Group audit. We remain
solely responsible for our audit opinion.
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We communicate with those charged with governance
regarding, among other matters, the planned scope
and timing of the audit and significant audit findings,
including any significant deficiencies in internal con-
trol that we identify during our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to com-
municate with them all relationships and other mat-
ters that may reasonably be thought to bear on ourin-
dependence, and where applicable, related safe-
guards.

From the matters communicated with those charged
with governance, we determine those matters that
were of most significance in the audit of the consoli-
dated financial statements and the parent financial
statements of the current period and are therefore the
key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in ex-
tremely rare circumstances, we determine that a mat-
ter should not be communicated in our report because
the adverse consequences of doing so would reasona-
bly be expected to outweigh the public interest bene-
fits of such communication.

Copenhagen, 7 February 2019

Deloitte
Statsautoriseret Revisionspartnerselskab
CVR. N0. 3396 3556

Henrik Hjort Kjelgaard Morten Dandanell Kiaerskou
State-Authorised Public Accountant State-Authorised Public Accountant
mne 29484 mne 33749
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Consolidated statement of comprehensive income

2018 2017

Note DKKm DKKm

Revenue 1,144.9 899.4
Direct expenses 20 331.3 279.8
Direct staff costs 6 261.1 209.8
Gross margin 552.5 409.8
Staff costs 6,7 269.6 261.6
Other expenses 8 151.2 124.2
Amortisation and depreciation 9,17 27.5 28.5
Other operating income 5.5 4.4
EBIT before special items 109.7 -0.1
Special items, net 13 -15.7 -0.4
EBIT 94.0 -0.5
Share of profit/loss in associates 10 0.9 -2.4
Return on securities 11 5.2 34.7
Financial income 12 0.1 4.6
Financial expenses 12 -27.1 -7.8
Profit before tax 731 28.6
Tax for the year 14 17.3 0.6
Net profit for the year 55.8 28.0

2018 2017
Note DKKm DKKm
Net profit for the year 55.8 28.0
Financial statement items that may later be reclassified to
the income statement:
Translation adjustments, foreign companies 0.1 0.1
Fair value adjustment of hedging instruments 1.0 2.7
Tax, other comprehensive income -0.2 -0.6
Interest rate swap settled, recycled to
profit or loss 12.1 0.0
Tax on interest rate swap -2.7 0.0
Other comprehensive income 10.3 2.2
Comprehensive income 66.1 30.2
Attributable, net profit/loss
Shareholders in North Media A/S 56.4 28.6
Minority interests -0.6 -0.6
55.8 28.0
Attributable, comprehensive income
Shareholders in North Media A/S 66.7 30.8
Minority interests -0.6 -0.6
66.1 30.2
Earnings per share, in DKK 15
Earnings per share (EPS] - total 3.0 1.5
Diluted earnings per share (EPS-D) - total 3.0 1.5

North Media A/S Annual Report 2018 | 54



Consolidated balance sheet

Equity and liabilities
Note 2018 2017
DKKm DKKm
Share capital 100.3 100.3
Treasury shares -33.1 -35.3
Hedging reserves 0.0 -10.2
Reserve, translation adjustments -2.7 -2.8

Retained earnings

474.2 445.4

Parent's share of shareholders' equity

538.7 497.4

Minority interests 0.0 0.3
Total equity 23 538.7 497.7
Deferred tax 22 4.7 0.0
Financial institutions 24 126.6 125.4
Fairvalue, interest rate swap 25 0.0 10.5

Total non-current liabilities

131.3 135.9

Financial institutions 24 4.5 6.7
Trade payables 44.0 43.6
Purchase price payable 26 0.0 7.6
Fairvalue, interest rate swap 25 0.0 2.6
Income tax payable 7.0 0.0
Contract liabilities 27 10.1 8.6
Other payables 29 89.8 82.0
Total current liabilities 155.4 151.1

Total liabilities

286.7 287.0

Total equity and liabilities

825.4 784.7

Assets

2018 2017

Note DKKm DKKm

Goodwill 39.1 39.1
Other intangible assets 12.4 16.1
Completed development projects, software 1.5 0.3
Intangible assets 17 53.0 55.5
Land and buildings 247.2 258.9
Investment property 16.6 0.0
Plant and machinery 51.2 53.1
Operating equipment, fixtures and fittings 7.4 9.9
Property, plant and equipment 17 322.4 321.9
Investments in associates 19 12.5 10.2
Other securities and investments 5.7 1.0
Deferred tax asset 22 0.0 1.8
Other receivables 1.9 2.6
Other non-current assets 201 25.6
Total non-current assets 395.5 403.0
Inventories 20 3.6 5.5
Trade receivables 21 83.0 80.9
Income tax receivables 0.0 2.6
Other receivables 1.9 0.9
Prepayments 14.2 10.7
Securities 256.5 240.8
Cash 70.7 40.3
Total current assets 429.9 381.7
Total assets 825.4 784.7
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Consolidated statement of changes in equity

Parent's
Reserve, share of
Treasury Hedging translation Retained  shareholders’ Minority

DKKm Share capital shares reserves adjustments earnings equity interests Total equity
Equity 1 January 2017 100.3 -41.2 -12.3 -2.9 416.5 460.4 0.0 460.4
Change in equity 2017

Net profit for the year 0.0 0.0 0.0 0.0 28.6 28.6 -0.6 28.0
Translation adjustments, foreign companies 0.0 0.0 0.0 0.1 0.0 0.1 0.0 0.1
Fair value adjustment of hedging instruments 0.0 0.0 2.7 0.0 0.0 2.7 0.0 2.7
Tax, other comprehensive income 0.0 0.0 -0.6 0.0 0.0 -0.6 0.0 -0.6
Other comprehensive income after tax 0.0 0.0 2.1 0.1 0.0 2.2 0.0 2.2
Total comprehensive income 0.0 0.0 2.1 0.1 28.6 30.8 -0.6 30.2
Minority interest in connection with consolidation of Mesto 0.0 0.0 0.0 0.0 0.0 0.0 0.9 0.9
Sale of treasury shares 0.0 5.9 0.0 0.0 0.0 5.9 0.0 5.9
Share-based payment 0.0 0.0 0.0 0.0 0.3 0.3 0.0 0.3
Total changes in equity in 2017 0.0 5.9 2.1 0.1 28.9 37.0 0.3 37.3
Equity at 31 December 2017 100.3 -35.3 -10.2 -2.8 445.4 497.4 0.3 497.7
Change in equity 2018

Net profit for the year 0.0 0.0 0.0 0.0 56.4 56.4 -0.6 55.8
Translation adjustments, foreign companies 0.0 0.0 0.0 0.1 0.0 0.1 0.0 0.1
Fair value adjustment of hedging instruments 0.0 0.0 1.0 0.0 0.0 1.0 0.0 1.0
Tax, other comprehensive income 0.0 0.0 -0.2 0.0 0.0 -0.2 0.0 -0.2
Interest rate swap settled, recycled to profit or loss 0.0 0.0 12.1 0.0 0.0 12.1 0.0 12.1
Tax on interest rate swap 0.0 0.0 -2.7 0.0 0.0 -2.7 0.0 -2.7
Other comprehensive income after tax 0.0 0.0 10.2 0.1 0.0 10.3 0.0 10.3
Total comprehensive income 0.0 0.0 10.2 0.1 56.4 66.7 -0.6 66.1
Adjustment regarding deconsolidation of Mesto 0.0 0.0 0.0 0.0 0.0 0.0 0.3 0.3
Sale of treasury shares 0.0 2.2 0.0 0.0 0.0 2.2 0.0 2.2
Share-based payment 0.0 0.0 0.0 0.0 0.8 0.8 0.0 0.8
Dividend paid 0.0 0.0 0.0 0.0 -30.1 -30.1 0.0 -30.1
Dividend on treasury shares 0.0 0.0 0.0 0.0 1.7 1.7 0.0 1.7
Total changes in equity in 2018 0.0 2.2 10.2 0.1 28.8 41.3 -0.3 41.0
Equity at 31 December 2018 100.3 -33.1 0.0 -2.7 474.2 538.7 0.0 538.7
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Consolidated cash flow statement

2018 2017
Note DKKm DKKm
Net profit/loss 55.8 28.0
Adjustments 29 66.5 1.8
Changes in working capital 30 5.2 -3.5
Cash flow from operating activities before net financials 127.5 26.3
Interest received 0.1 4.6
Interest paid -18.8 -7.5
Cash flow from ordinary activities before tax 108.8 23.4
Income tax paid 14 -4.1 -0.4
Cash flow from operating activities. total 104.7 23.0
Investments in software, property, plant and equipment 31 -26.1 -32.4
Disposals of property, plant and equipment 0.4 1.1
Dividend from associates 19 0.0 0.0
Investment in securities, net -15.5 3.2
Dividend from securities 5.1 4.3
Investment and return from other non-current assets 1.1 -3.9
Acquisition of companies including deferred payments 26,39 -7.6 -12.9
Divestment of activity and equity interests in
subsidiaries and associates 0.0 3.0
Investment in associates 19 -1.5 -0.6
Cash flow from investing activities, total -44.1 -38.2
Repayment of non-current liabilities 32 -4.0 -6.9
Sale of treasury shares 23 2.2 5.9
Dividend paid -28.4 0.0
Cash flow from financing activities. total -30.2 -1.0
Total cash flows' for the year 30.4 -16.2
Cash and cash equivalents at 1 January 40.3 56.5
Cash and cash equivalents at 31 December 70.7 40.3
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Notes to the consolidated financial statements
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1 Basis of accounting

The consolidated financial statements have been prepared in accordance with Inter-
national Financial Reporting Standards as adopted by the EU and additional Danish
disclosure requirements for annual reports for listed companies and the Danish Ex-
ecutive Order on Adoption of IFRSs issued in accordance with the Danish Financial
Statements Act.

The income statement is presented classified by nature.

Accounting policies are unchanged compared with 2017, except for the changes be-
low regarding IFRS 9 and IFRS 15.

New or revised Standards and Interpretations

North Media has implemented all new or revised IFRSs and Interpretations as
adopted by the EU, and which are effective for financial years beginning on 1 January
2018, including IFRS 9 and IFRS 15.

IFRS 9

Effective from 1 January 2018, the North Media Group has implemented IFRS9 Fi-
nancial Instruments, which replaces IAS 39. For example, the Standard introduces a
new model for classifying and measuring financial assets and liabilities based on the
entity’s business model and characteristics of the underlying cash flows. It also in-
troduces a new impairment model for all financial assets.

North Media has evaluated the effect of implementing the Standard and believes that
the financial statements will only be affected by the change in disclosure require-
ments for the notes of the Annual Report. The change in impairment principle has
had an insignificant impact on North Media’'s current impairment process and there-
fore no noticeable effect on the Annual Report because of the historically very small
losses on receivables. The Group believes that the portfolio of securities and other
investments under the classification criteria of IFRS 9 may continue to be recognised
at fair value through profit or loss as securities and other investments are not only
held for the purpose of receiving payment of interest and principal.

IFRS 15

Effective from 1 January 2018, North Media has implemented IFRS 15 Revenue from
Contracts with Customers. IFRS 15 replaces IAS 11 and IAS 18 on revenue as well as
Interpretations. The new Standard introduces a new model for recognising and

measuring revenue from sales contracts with customers. The new model builds on a
five-step model that is to be used for all sales contracts with customers to determine
when and how revenue must be recognised in the income statement. North Media
has analysed the effect of IFRS 15 and believes that the implementation has no bear-
ing on the Group’s recognition and measurement of revenue.

Standards and Interpretations that have not yet become effective

At the time of publication of this Annual Report, a number of new or revised Stand-
ards and Interpretations exist that have not yet become effective, for which reason
they have not been incorporated in this Annual Report.

IFRS 16 Leases will become effective from 1 January 2019 and replace the current
standard on leases, IAS 17. IFRS 16 will entail that virtually all leases must be recog-
nised in the balance sheet of the lessee’s financial statements by way of a lease
commitment and an asset that represents the lessee’s right to use the underlying
asset. There will no longer be any distinction between operating leases and finance
leases. The North Media Group has only minor assets capitalisable under IFRS 16.
The Group owns the properties from which most of its business is operated and has
only few leases on cars. The extent thereof is described in more detail in Note 33.

Presentation currency
The Annual Report is presented in Danish kroner.

2 Accounting policies

Consolidated financial statements

The consolidated financial statements comprise the Parent, North Media A/S, and
the subsidiaries in which North Media A/S exercises control through a controlling in-
terest. Control exists where North Media A/S owns or holds, directly or indirectly,
more than 50% of the voting rights or otherwise exercises control over the enterprise
concerned. Enterprises, in which the Group holds between 20% and 50% of the voting
rights and exercises a significant, but not controlling influence, are considered asso-
ciates.

The consolidated financial statements are prepared by consolidating the financial
statements of the Parent and the relevant subsidiaries, all of which are presented in
accordance with the Group’s accounting policies. All intra-group items, including
revenue, expenses, interest, dividends, unrealised gains and losses on intra-group
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transactions as well as balances and investments, are eliminated for the purpose of
consolidation.

The proportionate share of the fair value of the subsidiary’s identifiable net assets
and recognised contingent liabilities offsets investments in subsidiaries at the time
of acquisition.

Business combinations

Newly acquired or newly established enterprises are recognised in the consolidated
financial statements from the date of acquisition or establishment. Comparatives are
not restated for enterprises newly acquired, sold or discontinued, unless sold or dis-
continued enterprises qualify under IFRS 5 as discontinued activities. Acquisitions of
new enterprises which give the Parent control over the enterprise acquired are ac-
counted for by applying the purchase method, according to which the identifiable as-
sets, liabilities and contingent liabilities of the acquired enterprises are measured at
fair value at the time of acquisition. Identifiable intangible assets are recognised if
they can be separated from or arise from a contractual right. Deferred tax is recog-
nised on the revaluations.

Positive differences (goodwill] between the cost of the acquisition and the fair value
of the identifiable assets, liabilities and contingent liabilities acquired are recognised
as goodwill under intangible assets. Goodwill is not amortised but is tested for im-
pairment. The first impairment test is carried out before the end of the year of acqui-
sition. On acquisition, goodwill is allocated to the cash-generating units which subse-
quently provide the basis for the impairment test. Negative differences (negative
goodwill) are recognised in the income statement at the time of acquisition.

Profits or losses from divestment or winding-up of subsidiaries and associates are
calculated as the difference between selling price plus fair value of any equity inter-
ests held or settlement price and the carrying amount of net assets, including good-
will, at the time of sale plus divestment or winding-up expenses.

Currency translation

On initial recognition, foreign currency transactions are translated applying the ex-
change rate at the transaction date. Exchange differences that arise between the
rate at the transaction date and the rate in effect at the payment date are recognised
in the income statement as financial income or financial expenses.

Receivables, payables and other monetary items denominated in foreign currency
which have not been settled at the balance sheet date are translated at the closing
rate. Differences between the closing rate and the exchange rate at the time when

the receivable or payable has occurred or is recognised in the latest financial state-
ments are recognised in the income statement under financial income and expenses.

On recognition of foreign subsidiaries and associates in the consolidated financial
statements using a functional currency different from the presentation currency of
the Group, the income statement is translated at the average exchange rate for each
month, and the balance sheet items are translated at the exchange rates at the bal-
ance sheet date. Exchange differences arising from the translation of the opening
equity of foreign group enterprises at closing rates and exchange differences from
the translation of income statements from average rates to closing rates are taken
directly to other comprehensive income and are taken to a separate reserve in eq-
uity.

Derivative financial instruments

Derivative financial instruments are initially recognised at fair value in the balance
sheet and subsequently measured at fair value. Positive and negative fair values are
recognised as other receivables and other payables, respectively.

Fair value adjustments of derivative financial instruments classified as hedges of ex-
pected future cash flows are recognised in other comprehensive income and are in-
cluded in equity under a separate hedging reserve until the hedge transaction is car-
ried through.
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Statement of comprehensive income

Revenue

Revenue comprises income from the Group’s four segments for goods and services
rendered. Revenue is recognised when control of each identifiable performance obli-
gation passes to the customer and measured at present value of the consideration
agreed net of VAT, cash discounts and quantity discounts.

Revenue from the FK Distribution segment arises from the distribution of door-to-
door-distributed newspapers and printed matter as well as the packing of printed
matter for external distribution companies. Revenue is recognised at the time of dis-
tribution.

North Media Aviser’s revenue arises from newspaper advertisements and sales, in-
cluding income from subscriptions. Revenue from advertisements is recognised at
the date of issuance of the newspaper whereas revenue from daily newspapers (from
subscriptions] is recognised as and when the newspapers are issued.

Online income comprises job and banner ads, user charges, subscription income as
well as sales of software for classified advertisement databases, including in partic-
ular job databases. Revenue from subscriptions is recognised over time concurrently
with the subscription period whereas income from advertisements is recognised
upon delivery.

BEKEY’s revenue arises from the sale of key systems. Revenue from physical goods
is recognised when such goods have been installed whereas related payment of sub-
scriptions for using the administration system is recognised over the term of the
contract.

The terms of payment of the Group’s sales contracts with customers depend partly
on the underlying performance obligation and partly on the underlying customer re-
lationship, although typically the terms of payment will be between 14 and 30 days,
alternatively invoice month + 30 days.

Direct expenses

Direct expenses include expenses incurred to generate revenue for the year. The ex-
penses comprise printing, external distribution, distribution services, excluding di-
rect staff costs and Google expenses that may be attributed directly to revenue-gen-
erating activities.

Direct staff costs

Direct staff costs include costs of staff in functions performed directly to generate
the year’s revenue, including distribution pay and payroll costs of warehouse and
other production functions.

Staff costs

Staff costs include wages and salaries as well as social security costs, pensions etc.
for the Company’s staff in production management, sales and administrative func-
tions.

Other expenses

Other expenses include costs of sale, advertising, administration, premises, bad
debts etc. Costs relating to development projects which do not qualify for recognition
in the balance sheet are recognised under other expenses.

Amortisation and depreciation
Amortisation and depreciation comprise amortisation of intangible assets and depre-
ciation of property, plant and machinery over the expected useful life of the individual
asset. Profit/loss from the sale or retirement of intangible assets and property, plant
and equipment is calculated as the selling price less selling expenses and the carry-
ing amount at the time of sale.

Other operating income
Other operating income includes items of a secondary nature relative to the activities
of the enterprises.

The item also includes public grants which the Group receives from the Danish
Agency for Culture to cover editorial costs for Helsinggr Dagblad. Grants are ob-
tained by application. In 2018, the Group received DKK 2.2 million in grants (2017:
DKK 2.0 million). Public grants are recognised when it is virtually certain that the
grant conditions will be fulfilled and the grant will be received.

Share option programme
The value of options granted in relation to the Group’s share option programme is

measured at the fair value of the options at the grant date.

The Group’s share option programme can solely be exercised by acquiring shares in
North Media A/S, and is therefore classified as an equity programme, whereby the
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determined fair value of the granted share options is recognised in the income state-
ment under staff costs over the period in which the final right to the options vests.
The contra entry is carried directly to equity.

On initial recognition of the share options, an estimate is made of the number of op-
tions to which the employees are expected to acquire a right, see the granting condi-
tions described in Note 7. Subsequently, adjustments are made for changes in the
estimate of the number of vested options so that the total recognition is based on the
actual number of vested options.

The fair value of the options granted is estimated by using the Black Scholes pricing
model. In this estimate, allowance is made for the terms and conditions that apply to
the share options granted.

Specialitems

Special items include write-down of goodwill, other intangible assets and adjustment
of acquisition price payable related to acquisitions of enterprises or activities. In-
cluded in special items are also impairment losses for properties no longer used for
their original purpose, termination benefits for members of the Executive Board and
severance costs in cases where the Danish Collective Dismissal Act has been applied
orin equitable situations. Finally, the item includes capital gains or losses from the
sale of enterprises or activities.

Return on securities
This item includes realised and unrealised gains or losses from the portfolio of secu-
rities as well as income received in the form of dividends, interest etc.

Share of profits/losses in associates

The proportionate shares of the net profits/losses in associates are included in the
consolidated income statement after elimination of the proportionate shares of unre-
alised intra-group gains/losses.

Financial income and expenses

Financial income and expenses relate to interest rates, discount effect of purchase
price payable, debt and transactions in foreign currency, and additions and allow-
ances pursuant to the Danish tax prepayment scheme etc.

The item also contains fair value adjustments of other investments.
Borrowing costs are amortised over the term of the loan.

Tax on profit/loss for the year

North Media A/S participates in a joint taxation arrangement. The current Danish in-
come tax is allocated among the jointly taxed Danish companies in proportion to their
taxable income (full allocation with refunds for losses). The jointly taxed companies
are covered by the tax prepayment scheme.

Tax for the year, which consists of current tax and changes in the computed deferred
tax, is recognised in the income statement by the portion that relates to the net profit
or loss for the year and directly in the statement of comprehensive income by the
portion that relates to other comprehensive income.
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Balance sheet

Goodwill

Initially, goodwill is recognised in the balance sheet at cost as described under 'Busi-
ness combinations’. Subsequent measurements are at cost less accumulated im-
pairment losses. Goodwill is not amortised.

The carrying amount of goodwill is allocated to the Group’s cash-generating units at
the time of acquisition. The definition of cash-generating units follows the manage-
ment structure and the internal financial management policy.

The carrying amount of goodwill is tested for impairment if there are any indications
of impairment, but at least on a yearly basis. The impairment test is carried out for
all operating assets taken together in the cash-generating unit to which goodwill is
allocated. Goodwill is written down to the lower of the carrying amount and the re-
coverable amount of the cash-generating unit to which goodwill relates. Goodwill im-
pairment is presented in the income statement under "Special items”.

Development projects, software

Development costs comprise costs and salaries that are directly attributable to the
Group’s development activities, primarily development of software for the Group’s
online activities.

Development projects that are clearly defined and identifiable and in respect of
which the technical rate of utilisation, sufficient resources and a potential future
market or development potential in the enterprise can be demonstrated and where
the intention is to produce, market or use the project, are recognised as intangible
assets provided that cost can be determined reliably and it is sufficiently certain that
future earnings will be adequate to cover the production, sales and administrative
expenses and actual development costs. Other development costs are expensed in
the income statement as incurred.

Capitalised development projects are measured at cost net of accumulated amorti-
sation and impairment losses.

After completion of the development work, a development project is amortised on a
straight-line basis over its estimated useful life. The period of amortisation for soft-
ware is usually 3-5 years.

Other intangible assets

Other intangible assets include distribution rights, trademarks and customer rela-
tions taken overin connection with acquisitions. For some of these assets, the Group
cannot forecast a limit in the period in which the assets are expected to generate fu-
ture economic benefits to the Group. In these cases, the lives of the assets are there-
fore deemed indefinite, for which reason they are not amortised. Other intangible as-
sets the lives of which are deemed definite are amortised over their expected useful
lives.

Other intangible assets are amortised on a straight line basis over their estimated
useful lives of 1-10 years. The basis of amortisation is reduced by any impairment
losses. Any impairment loss on other intangible assets is included in the item "Spe-
cial items” in the income statement.

Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated depreciation
and impairment losses. Cost includes cost and expenses directly related to the ac-
quisition until the asset is ready for use. Where parts of an item of property, plant
and equipment have different useful lives, they are depreciated as separate items of
property, plant and equipment.

The cost of properties includes the cash cost of acquisition for land and buildings and
the aggregate building and/or refurbishment expenses.

The assets are depreciated on a straight-line basis over the expected useful lives
based on the following assessment of the expected useful lives of the assets:

Leasehold improvements 5years
Owner-occupied property 50 years
Mixed land, property and 20-35 years
buildings

Plant and machinery 5-10years
Other fixtures and fittings, 3-5years
tools and equipment

Investment property 35 years

Land is not depreciated.
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Depreciation is expensed in the income statement under "Amortisation and depreci-
ation”.

The basis of depreciation is calculated allowing for the asset’s scrap value and is re-
duced by any impairment losses. The scrap value is fixed at the time of acquisition
and is reconsidered every year. If the scrap value exceeds the asset’s carrying
amount, no further depreciation will be made.

If the period of depreciation or the scrap value is changed, the impact on deprecia-
tion will be recognised prospectively as a change of accounting estimates.

Investments in associates
Investments in associates are measured according to the equity method.

The purchase method is used with respect to acquiring investments in associates;
see the description of business combinations.

Investments in associates are measured in the balance sheet at the proportionate
share of the equity value of the associates less or plus a proportionate share of unre-
alised intra-group profits and losses plus the carrying amount of goodwill.

Any receivables from associates are written down to the extent that the receivable is
found to be irrecoverable.

Inventories
Inventories are measured at the lower of cost using the FIFO method and net realisa-
ble value.

The cost of goods for resale, raw materials and consumables consists of purchase
price plus delivery costs. Cost of manufactured goods and work in progress consists
of costs of raw materials, consumables and direct and indirect labour costs as well
as production costs.

The net realisable value of inventories is calculated as the estimated selling price
less completion costs and costs incurred to execute sale.

Receivables
Receivables are measured at amortised cost, which will in most cases be equivalent
to nominal value net of impairment losses.

Prepayments
Prepayments include expenses related to subsequent reporting periods.

Securities

The Group’s surplus liquidity is invested in shares partly for the purpose of reducing
credit risk towards banks, and partly for the purpose of ensuring a reasonable return
on its surplus liquidity, which is considered an important strategic strength. Investing
in shares fall naturally within the Group's objects clause. Shares, which are regularly
monitored, are measured and reported at fair value in accordance with the Group's
policy for investments, recognised on the trading date at fair value in current assets
and subsequently measured at fair value. Fair value changes are recognised on a
continuing basis in the income statement in the line “Return on securities”.

Other investments

Other investments include investments in other enterprises as part of the Group’s
business operations, and which are not classified as subsidiaries or associates.
Other investments are presented as non-current assets and measured and reported
at fair value. Fair value changes are recognised on a continuing basis in the income
statement as financial income or financial expenses.

Impairment of assets
North Media tests goodwill for impairment if there are indications of impairment, but
at least on a yearly basis. Any impairment loss is recognised in the income statement
under "Special items”.

Intangible assets with an indefinable useful life are tested for impairment if there are
indications of impairment. The test is carried out on at least a yearly basis, the first
time before the end of the year of acquisition. Development projects in progress are
also tested for impairment on at least a yearly basis.

The carrying amount of intangible assets and property, plant and equipment with
definite useful lives is reviewed on an annual basis to determine whether there is any
indication of impairment. If such an indication exists, the recoverable amount of the
asset is estimated. The recoverable amount is the higher of the asset’s fair value
less expected selling costs and its value in use.

An impairment loss is recognised whenever the carrying amount of an asset or its

cash-generating unit exceeds the recoverable amount of the asset or the cash-gen-
erating unit.
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An impairment loss in respect of goodwill is not reversed. In respect of other assets,
an impairment loss is reversed if there has been a change in the assumptions and
estimates that led to recognition of the impairment loss. An impairment loss is re-
versed only to the extent that the asset’s new carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisa-
tion, if no impairment loss had been recognised.

Equity

Dividend

Proposed dividend is recognised as a liability when a resolution approving the divi-
dend has been adopted by the Annual General Meeting of shareholders (the time of
declaration).

Treasury shares

Cost and selling prices related to treasury shares are recognised in a separate ac-
count under equity. A capital reduction through cancellation of treasury shares re-
duces the share capital by an amount equal to the nominal value of the investment.
Dividend related to treasury shares is taken to the retained earnings account.

Income taxes and deferred taxes

Current tax payable and current tax receivable are recognised in the balance sheet
as tax computed on the taxable income for the year, adjusted for tax on previous
years’ taxable income and for prepaid tax.

Deferred tax is measured according to the balance-sheet liability method on all tem-
porary differences between the carrying amounts of assets and liabilities and their
tax bases. However, no deferred tax is recognised on temporary differences relating
to goodwill not deductible for tax purposes, office properties, or other items where
temporary differences - except in the case of acquisitions of companies - have
arisen at the time of acquisition and affect neither the net profit for the year nor the
taxable income. In those cases where the calculation of the tax base can be made
under alternative taxation rules, deferred tax is measured on the basis of the
planned use of the asset and settlement of the liability, respectively.

Deferred tax assets, including the tax base of tax loss carry-forwards, are recognised
under other non-current assets at the values at which they are expected to be real-
ised, either by elimination against tax on future earnings or by set-off against de-
ferred tax liabilities within the same legal tax entity and jurisdiction.

Deferred tax is adjusted for eliminations of unrealised intra-group gains and losses.

The Company is jointly taxed with all foreign subsidiaries. Deferred tax relating to re-
taxation of deducted losses in foreign subsidiaries is recognised based on a specific
assessment of the purpose of each subsidiary.

Deferred tax is measured on the basis of the tax rules and tax rates that under the
legislation in force at the balance sheet date would be applicable in the respective
countries when the deferred tax liability is expected to crystallise as current tax.
Changes in deferred tax as a result of changed tax rates are recognised in the in-
come statement.

Financial liabilities
Debt to credit institutions etc. is recognised at the time of borrowing at the proceeds
received after deduction of transaction costs incurred.

In subsequent periods, the financial liabilities are measured at amortised cost using
“the effective interest method” so that the difference between the proceeds and the
nominal value is recognised in the income statement under financial expenses over
the loan term.

Other financial liabilities are measured at amortised cost except for the Group's in-
terest rate swap and forward exchange contract, which are measured at fair value.

Contractual obligations
Contractual obligations comprise prepayments by customers and prepaid subscrip-
tion fees etc, income from which is recognised in a subsequent period.

Fair value hierarchy
Financial instruments measured at fair value in the balance sheet are classified us-
ing the following fair value hierarchy:

e Listed prices in active markets of identical assets or liabilities (Level 1].

e Listed prices in active markets of similar assets or liabilities, or other valuation
methods where all material input is based on observable market data (Level 2).

e Valuation methods under which any material input is not based on observable
market data (Level 3).
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Cash flow statement

The cash flow statement shows the consolidated cash flows for the year, broken
down by cash flows from operating, investing and financing activities, the year’s
changes in cash and cash equivalents and the cash and cash equivalents at the be-
ginning and end of the year. The cash flow statement is presented by the indirect
method.

Cash flows from enterprises acquired are recognised from the date of acquisition.

Cash flows from operating activities

Cash flows from operating activities are calculated as the profit or loss before tax,
adjusted for non-cash operating items, working capital changes, interest received
and paid and income taxes paid.

Cash flows from investing activities

Cash flows from investing activities include payments in connection with purchases
and sales of enterprises and activities, purchases and sales of intangible assets,
property, plant and equipment, and other non-current assets, and purchases and
sales of securities not recognised as cash and cash equivalents.

Cash flows from financing activities

Cash flows from financing activities comprise changes in the size or composition of
the share capital and related costs, as well as the raising of loans, repayments on in-
terest-bearing debt, purchases and sales of treasury shares, and payment of divi-
dend to shareholders.

Cash and cash equivalents
Cash and cash equivalents include cash balances which are an integrated part of the
Company’s financial resources.

Segment information

The Group has the following four business segments:

e FK Distribution, which consists of the distribution activities of FK Distribution
and Tryksagsomdelingen Fyn.

e North Media Aviser, which consists of eight local newspapers in the capital area,
Helsinggr Dagblad and Lokalavisen Nordsjzelland.

e North Media Online, which consists of Ofir.dk, MatchWork.com, BoligPortal.dk
and BostadsPortal.se.

e BEKEY, which consists of the Group's electronic key system.

Segment income and expenses as well as segment assets and liabilities comprise
the items that are directly attributable to the individual segment and the items that
can be allocated to the individual segment on a reliable basis. Unallocated items
mainly comprise assets and liabilities as well as income and expenses relating to the
Group’s administrative functions, investment activities, income taxes, etc. Unallo-
cated items also include the Group’s owner-occupied and investment property and
the financing thereof.

Non-current assets in the segments include non-current assets used directly in the
segment’s operations, including intangible assets and property, plant and equip-

ment, and investments in associates.

Current assets in the segments comprise current assets used directly in the seg-
ment’s operations, including trade receivables, other receivables and prepayments.

Segment liabilities comprise liabilities derived from the segments’ operations, in-
cluding trade payables as well as other payables.

Segment information is determined based on the Group's accounting policies.
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3 Ratio definitions

Gross margin

Operating profit before depreciation and amorti-
sations

EBITDA before special items

EBITA

EBIT before special items

Operating profit

Profit margin

Equity ratio

Return on equity (ROE)

Net interest-bearing debt/cash position

Net working capital (NWC)

Capital employed
Return on capital employed before special items

Free cash flow before special items and tax
(CFFO)

Earnings per share (EPS)

Diluted earnings per share (EPS-D)
Price/Earnings (P/E)

Price to book value (P/BV)

Cash flows per share (CFPS)

Gross profit x 100
Revenue

EBITDA (EBIT + depreciation and amortisation )

EBITDA + Special items, net
EBIT + amortisation

EBIT + Special items, net

EBIT

EBIT before special items x 100
Revenue

Equity at the end of the period incl. minority interests x 100
Total assets

Profit after tax x 100

Average equity incl. minority interests

Interest-bearing debt (incl. acquisition price payable] less interest-
bearing assets and cash

Non-interest-bearing receivables less current liabilities excl. non-in-
terest-bearing debt

Equity and minority interests plus net interest-bearing debt

EBITA + before special items x 100
Average capital employed incl. goodwill

EBITDA adjusted for changes in operational balance sheet items excl.

tax and minus investments
Parent’s share of net profit/loss for the year
Average number of shares in circulation

Parent’s share of net profit/loss for the year
Average numbers of diluted shares in circulation
Share price

EPS

No of shares, 31 December x market price
Parent’s share of equity

Cash flow from operating activities
Average number of diluted shares

Earnings per share (EPS) and diluted earnings per share
(EPS-D) are calculated in accordance with IAS 33.

Ratios have been prepared in accordance with the Danish
Finance Society’s online version of “Recommendations &
Key Ratios” with the following exceptions:

e Invested capital is calculated inclusive of good-
will, see above

e  Return on Invested Capital (ROIC] is calculated
before special items

. Free cash flow has been calculated before spe-
cial items and tax as the amount of prepaid tax
may otherwise affect the ratio randomly

. Ratios which include equity, are all calculated
inclusive of minority interests as both the profit
or loss and balance sheet figures include the mi-
nority interests
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4 Significant accounting estimates and
judgements

Determining the carrying amount of certain assets and liabilities requires an esti-
mate of how future events will affect the value of those assets and liabilities at the
balance sheet date. Estimates that are significant to the financial reporting are
made, for example, by evaluating future cash flows.

The estimates used are based on assumptions found reasonable by North Media, but
which are inherently uncertain and unpredictable as unexpected incidents or circum-
stances may arise. Furthermore, the Company is exposed to risks and uncertainties
that may cause actual results to vary from those estimates. Risks related to North
Media A/S are specified in the paragraph describing risks and risk management on
pages 45-47.

Assumptions about the future and other estimation uncertainties at the balance
sheet date are disclosed in the specific notes if they involve a material risk of
changes that may lead to considerable adjustment of the carrying amounts of assets
or liabilities within the next financial year.

North Media considers the following estimates and judgements and the relevant ac-
counting policies material to the preparation of the consolidated financial state-
ments:

Intangible assets and impairment test

The Group conducts an impairment test if indications of impairment arise. However,
goodwill and intangible assets having indefinite useful lives are tested at least once a
year. Management estimates the value in use as a reflection of the recoverable
amount, which is calculated by discounting the expected future cash flows that are
estimated based on Management’s estimates in this respect and Management's esti-
mates of the discount factor and growth rates.

Significant estimates

Management makes estimates in classifying income and expenses as special items
with respect to the assessment of whether income and expenses are subject to the
Group’s accounting policies for special items, as stated on page 62.

Valuation of other investments

Other investments are determined at fair value in the financial statements. The com-
panies that North Media has invested in are characterised by being small companies
with a small group of owners where only infrequent trading of the shares takes
place. They are also online development companies for which it can be difficult to de-
termine the potential of future earnings precisely. The fair value of the investments
is based on an assessment of whether the companies will realise their financial and
operating KPls, including whether the expected progress takes place and whether
particular circumstances exist that may also affect the valuation.

In 2018, other investments were subjected to a fair value adjustment by a negative
DKK 5.0 million, which relates to the investment in Lix Technologies. Additional capi-
tal needs to be contributed to the company in H1 2019. North Media Online and an-
other investor, who between them hold close on 40% of the company, have indicated
their willingness to contribute subordinate loan capital equivalent to their equity in-
terest. The current management is responsible for having the necessary capital
added. The write-down has been made to reflect the uncertainty inherently related to
sufficient capital being added to the company. If such capital is raised, the equity in-
terest will be revalued or written down based on the valuation underlying the contri-
bution of capital (2017: The equity interests were revalued by DKK 4.4 million in con-
nection with external contribution of capital). Revaluations and write-downs are dis-
closed under financial income or expenses in the line item “Fair value adjustment of
other investments”, see Note 12.
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5 Segment information

Unallocated costs/

FK Distribution North Media Aviser North Media Online BEKEY elimi.*) Total

DKKm 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Revenue 945.0 686.5 106.9 124.8 81.2 85.3 26.8 21.6 -15.0 -18.8 1,144.9 899.4
Internal revenue -11.6 -16.0 -0.2 0.0 -0.1 -0.3 -3.1 -2.5 15.0 18.8 0.0 0.0
Gross profit 390.6 235.4 73.2 85.5 78.3 79.0 17.9 12.6 -7.5 -2.7 552.5 409.8
EBITDA 153.6 48.4 -6.0 -2.2 -2.7 -12.0 -10.1 -16.3 2.4 10.5 137.2 28.4
Amortisation and depreciation 14.9 1.7 2.7 6.7 1.4 1.3 0.1 0.3 8.4 8.5 27.5 28.5
EBIT, before special items 138.7 36.7 -8.7 -8.9 -4.1 -13.3 -10.2 -16.6 -6.0 2.0 109.7 -0.1
Special items, net -4.2 0.0 -10.5 -8.7 0.0 8.3 -1.0 0.0 0.0 0.0 -15.7 -0.4
Impairment losses, included in

special items 0.0 0.0 0.0 0.0 0.0 3.6 0.0 0.0 0.0 0.0 0.0 3.6
EBIT 134.5 36.7 -19.2 -17.6 -4.1 -5.0 -11.2 -16.6 -6.0 2.0 94.0 -0.5
Share of profit/loss in associates 0.0 0.0 0.0 0.0 0.9 -2.4 0.0 0.0 0.0 0.0 0.9 -2.4
Return on securities - - - - - - - - 5.2 34.7 5.2 34.7
Net financials - - - - - - - - -27.0 -3.2 -27.0 -3.2
Profit/loss before tax 134.5 36.7 -19.2 -17.6 -3.2 -7.4 -11.2 -16.6 -27.8 335 73.1 28.6
Net profit for the year - - - - - - - - - - 55.8 28.0
Minority interests’ share of net profit/loss - - - - - - - - - - -0.6 -0.6
Shareholders' share of net profit/loss - - - - - - - - - - 56.4 28.6

Geographical information

North Media A/S mainly operates in the Danish market, and more than 97% (2017: 97%) of the consolidated revenue is invoiced in DKK to Danish customers. No single customer
accounts for more than 10% of the Group’s total revenue.

No significant foreign assets or liabilities are recognised in the balance sheet, eitherin 2018 or 2017. Non-current assets outside Denmark represent less than DKK 1 million

(2017: less than DKK 1 million).

* Internal revenue has been eliminated in other operating expenses. Other items relate to unallocated costs as well as assets and liabilities.
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5 Segment information, continued

Unallocated costs/

FK Distribution North Media Aviser North Media Online BEKEY elimi.*) Total

DKKm 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Non-current assets 92.5 96.8 3.2 53 46.4 50.4 0.1 0.4 253.3 250.1 395.5 403.0
Current assets, excl cash and cash equivalents 72.6 64.9 14.7 18.5 50 4.3 8.0 8.8 1.9 4.1 102.7 100.6
Segment assets 165.1 161.7 17.9 23.8 51.9 54.7 8.1 9.2 255.2 254.2 498.2 503.6
Securities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 256.5 240.8 256.5 240.8
Cash and cash equivalents 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 70.7 40.3 70.7 40.3
Goodwill 19.6 19.6 0.0 0.0 19.5 19.5 0.0 0.0 0.0 0.0 39.1 39.1
Intangible assets with an indefinite life 2.9 2.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 2.9 2.9
Non-current liabilities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 131.3 135.9 131.3 135.9
Current liabilities 92.6 80.6 20.3 32.1 14.8 14.7 6.9 4.4 20.8 19.3 155.4 151.1
Segment liabilities 92.6 80.6 20.3 321 14.8 14.7 6.9 4.4 152.1 155.2 286.7 287.0
Investments in associates 0.0 0.0 0.0 0.0 12.5 10.2 0.0 0.0 0.0 0.0 12.5 10.2
Additions, intangible assets, property, plant and

equipment 11.3 32.0 1.4 0.1 0.0 0.2 0.0 0.0 13.4 0.1 26.1 32.4
Cash flows from operating activities 124.0 53.3 -13.0 7.1 -8.6 -23.3 -5.4 -11.8 7.7 -2.3 104.7 23.0
Cash flows from investing activities -11.3 -31.5 -8.2 -8.8 -1.5 -5.6 0.1 0.3 -23.2 7.4 -44.1 -38.2
Cash flows from financing activities 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -30.2 -1.0 -30.2 -1.0
Average number of employees 351 307 94 106 *90 *106 24 25 16 16 575 560
Gross margin 41.3% 34.3% 68.5% 68.5% 96.4% 92.6% 66.8% 58.3% - - 48.3% 45.6%
EBITDA margin 16.3% 7.1% -5.6% -1.8% -3.3% -14.1% -37.7% -75.5% - - 12.0% 3.2%
Profit margin (EBIT) 14.7% 5.3% -8.1% -7.1% -5.0% -15.6% -38.1% -76.9% - - 9.6% 0.0%

*] In the online segment 10 employee are included in 2018 (2017: 15) from Mesto.
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6 Employees and staff costs

Remuneration of the Board of Directors,
Executive Board and other managerial staff

Average number of employees

In addition, approximately 10,000 part-time employees are working

in distribution.

Total salaries and remuneration for the year

Wages and salaries, including holiday pay
Defined contribution plans

Other social security costs

Remuneration of the Parent’s Board of Directors
Share-based payment

Other staff costs

Total staff costs

Total staff costs are included in the following items of the state-
ment of comprehensive income:

Direct staff costs
Staff costs
Special items

Total staff costs

2018 2017 Board of The Par-
Number Number Directors  ent Exec- Other
of Parent utive manage-
575 540 Company Board rial staff Total
2018 DKKm
Wages, salaries and bonus 2.4 13.7 10.4 26.5
Pension (defined contribution plans) 0.0 0.8 0.4 1.2
2018 2017 Share-based payment 0.1 0.3 0.2 0.6
DKKm DKKm Severance pay 0.0 5.2 1.1 6.3
Remuneration of the Board of Directors,
486.0 428.0 Executive Board and other managerial staff 2.5 20.0 121 34.6
19.4 188 Number of bers ( ) 5 5 5 15
48 39 umber of members (average
2.4 1.4
08 03 2017 DKKm .
33.0 261 Wages, salaries and bonus 1.4 12.8 8.2 22.4
5464 477.8 Pension (defined contribution plans) 0.0 0.7 0.5 1.2
Share-based payment 0.0 0.1 0.1 0.2
Remuneration of the Board of Directors,
Executive Board and other managerial staff 1.4 13.6 8.8 23.8
2611 209.8 Number of members (average) 4 5 5 14
269.6 261.6
15.7 b.4 ) ] ]
546.4 477.8 In 2018, the Board of Directors consisted of five members, compared to four mem-

bersin 2017. The Executive Board consisted of five members in 2018, the same as in
2017. Please refer to page 36.
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7 Share-based payment

Options granted for acquisition of shares in North Media A/S

No share options were granted in 2017. The share option programme established in
2012 expired in 2018. In the financial year 2018, 105,000 options (2017: 280,000 op-
tions) were exercised and settled out of the Group’s portfolio of treasury shares, see
this Note and Note 23.

In August 2018, new share options was granted to a group of 20 persons, consisting
of the Company’s Executive Board, three members of the Board of Directors and se-
lected executives. Richard Bunck and Ulrik Holsted-Sandgreen did not receive any
share options.

The 2018 share option programme comprises a total of 945,000 share options, of
which 148,000 have been granted to the Board of Directors and 318,000 to the Execu-
tive Board. In addition, another approximately 100,000 options have been earmarked
for other executives who might later join the share option programme. The share op-
tions were granted in three tranches:

e Tranche 1 consisting of 248,000 options vest up until the publication of the finan-
cial statements for 2020. Tranche 1 options may be exercised during the period of
one week after the date of termination of the vesting period and until four weeks
after the date of the Company’s publication of the financial statements for 2021.

e Tranche 2 consisting of 307,000 options vest up until the publication of the finan-
cial statements for 2021. Tranche 2 options may be exercised during the period of
one week after the date of termination of the vesting period and until four weeks
after the date of the Company’s publication of the financial statements for 2022.

e Tranche 3 consisting of 390,000 options vest up until the publication of the finan-
cial statements for 2022. Tranche 3 options may be exercised during the period of
one week after the date of termination of the vesting period and until four weeks
after the date of the Company’s publication of the financial statements for 2023.

During the exercise period, the options may only be exercised in the windows appli-
cable at the exercise date pursuant to the internal rules laid down by the Company

and in accordance with the rules of Nasdag OMX and the Danish Capital Markets Act.

Each share option entitles the holder to acquire one existing share in North Media

A/S denominated at DKK 5.00 at a price corresponding to the average closing price of

the Company's shares in the period 17 August 2018 to 23 August 2018, both days in-
cluded. On this basis, the exercise price was calculated at DKK 36.3 per share.

Share options are granted in accordance with the overall guidelines for incentive
programmes that were adopted at the Annual General Meeting held by North Media
A/S on 4 April 2008.

The share options may only be settled by way of shares. In previous years, North Me-
dia A/S has acquired a total of 1,100,000 treasury shares. These shares are ear-
marked for settlement of the options granted.

The options granted equal 4.70% of the share capital. The theoretical market value
(as assessed using the Black-Scholes model] of the share options granted was DKK

8.1 million at the grant date.

The following assumptions were used to calculate the fair value of the options:

First Last Livesof Riskfree Expected NPVof  Option
Option exercise date  exercise date options interest  volatility dividend value
Tranche 1 Feb-2021 Mar-2022 2.5yr -0.52 % 452 % 3 kr. 8.08
Tranche 2 Feb-2022 Mar-2023  3.5yr -0.40 % 46.1 % 5 kr. 8.75
Tranche 3 Feb-2023 Mar-2024  4.5yr -0.27 % 452 % 7 kr. 8.71

The expected volatility was calculated based on the historic volatility of the share
price of North Media A/S’s and a peer groups shares with a performance history cor-
responding to the term of the individual option. Expectations are that the options will
be exercised after the first exercise opportunity.

At the balance sheet date, total options corresponding to 945,000 shares remain out-
standing, equalling 4.7% of the share capital.

In 2018, DKK 0.8 million (2017: DKK 0.3 million) was expensed under staff costs in re-
spect of the share option programmes, originating from equity-settled share option
plans in North Media A/S. The expenses charged for the year are based on an esti-
mated weighted term of 3.5 years until the options are exercised.
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Development in outstanding share options
can be specified as follows:

Number of options

2018 2017
Number Number
Outstanding share options, 1 January 150,000 875,000
Changes in the 2012 share option programme 0 -50,000
Exercised in the financial year -105,000 -280,000
Expired in the financial year -45,000 -395,000
Options granted in August 2018 945,000 0
Outstanding share options, 31 December 945,000 150,000
Number of share options which can be exercised at the
balance sheet date 0 150,000
Share options programme, total 945,000 1,485,000

Options forfeited at the termination of an employee’s employment may be granted to
other employees on the same terms and conditions. In addition to the 945,000 op-
tions granted, another around 100,000 options have been earmarked for other execu-
tives or employees who might later join the share option programme.
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The Executive Board’s and other staff’s share of issued options

Number of
employees Number of Accumulated
Number of who have unexercised costs
Time of earli- options beengranted Number exer- at recognised
est exercise granted options  cised/expired 31.12.2018  Exercise price (DKKm)
Board of Directors
Granted 2018, tranche 1 2021 40,000 8 0 40,000 36.3 0.0
Granted 2018, tranche 2 2022 48,000 8 0 48,000 36.3 0.0
Granted 2018, tranche 3 2023 60,000 8 0 60,000 36.3 0.0
Executive Board
Granted 2018, tranche 1 2021 84,000 ® 0 84,000 36.3 0.1
Granted 2018, tranche 2 2022 104,000 ® 0 104,000 36.3 0.1
Granted 2018, tranche 3 2023 130,000 5 0 130,000 36.3 0.1
Other managerial staff
Granted 2018, tranche 1 2021 48,000 4 0 48,000 36.3 0.1
Granted 2018, tranche 2 2022 60,000 4 0 60,000 36.3 0.1
Granted 2018, tranche 3 2023 80,000 4 0 80,000 36.3 0.1
Other staff
Granted 2018, tranche 1 2021 76,000 8 0 76,000 36.3 0.1
Granted 2018, tranche 2 2022 95,000 8 0 95,000 36.3 0.1
Granted 2018, tranche 3 2023 120,000 8 0 120,000 36.3 0.1

The share option programme was established to ensure performance-oriented and value-adding commitment. Also, the aim of the programme is to develop long-term loyalty
and to constitute a competitive remuneration to employees under this programme.

The fair value of the non-exercised share option programme is DKK 5.7 million at 31 December 2018, calculated under the Black & Scholes model (2017: DKK 2.1 million). The
exercise of share options is conditional upon the holder not retiring from their position with the Group prior to the time of exercise.

Options granted for acquisition of shares in BEKEY A/S

Aside from the share option programme in North Media A/S, share options in the subsidiary BEKEY A/S were also granted at 1 July 2012 to two key members of staff. The share
options entitled these members to acquire 12% of the total shares in BEKEY A/S at a pre-defined price. The options expired on 30 April 2018 without having been exercised. In
2018, DKK 0.0 million was recognised in the income statement regarding the share options (2017: DKK 0.0 million).
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8 Fee to the auditors appointed by the 10 Share of profit/loss of associates

General Meeting s 2017
DKKm DKKm
2018 2017
DKKm DKKm Share of profits/losses before tax 1.1 0.9
Share of tax -0.2 -0.3
Deloitte Impairment loss 0.0 -3.0
Statutory audit services 1.6 1.8 Total share of profit/loss of associates 0.9 -2.4
Other assurance engagements 0.1 0.3
Tax sewicgs 0.0 0.0 The results for 2018 can be attributed to Lead Supply. The results for 2017 contained
Other services 0.6 0.3 a share of profit/loss for Lead Supply as well as Mesto.ua prior to the company being
Total fee to the auditors appointed by the General Meeting 2.3 2.4 recognised as a subsidiary.

Fee for non-audit services provided by Deloitte Statsautoriseret Revisionspartner-
selskab to the Group amount to DKK 0.7 million in 2018 (2017: DKK 0.6m) and include
various auditor’s reports and other consulting services.

11 Return on securities

2018 2017

DKKm DKKm

9 Amortisation and depreciation Dvidend 1 i3

Net capital gains on shares 0.1 30.4

2018 2017 Total return on securities 5.2 34.7
DKKm DKKm
Amortisation intangible assets 4.1 8.3
Depreciation property, plant and equipment 23.3 20.5
Profit/loss from sale/retirement of assets 0.1 -0.3
Total amortisation and depreciation 27.5 28.5
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12 Net financials

13 Special items

2018 2017

DKKm DKKm

Interest income etc 0.1 0.2
Fair value adjustment of other investments 0.0 4.b
Total financial income 0.1 4.6
Interest expenses etc 6.8 6.7
Exchange losses 0.2 0.8
Debt discount taken to profit or loss on conversion of loan 3.0 0.0
Fair value of interest rate swap regarding redemption 12.1 0.0
Fair value adjustment of other investments 5.0 0.0
Discount effect of the purchase price payable 0.0 0.3
Total financial expenses 271 7.8

2018 2017
DKKm DKKm
Termination benefit costs related to organisational change in
North Media Aviser 10.5 53
Termination benefit cost related to managerial changes in FK Dis-
tribution 4.2 0.0
Termination benefit cost related to managerial changes in BEKEY 1.0 0.0
Adjustment of purchase price payable, Lokalaviserne @sterbro og
Amager A/S, see Note 26 0.0 3.4
Gain on sale of handveerker.dk 0.0 -6.8
Compensation regarding the Emply case, net 0.0 -5.1
Impairment loss for goodwill related to Mesto 0.0 3.6
Total special items, net 15.7 0.4

Financial income and costs relates to financial liabilities measured at amortised
cost, see Note 38.

As part of settling the Group's interest rate swap, its fair value of DKK 12.1 million
was recognised in net financials but carried back in other comprehensive income.
Furthermore, a debt discount of DKK 3.0 million related to the loan conversion which
took place during the year was taken to profit or loss.

The fair value adjustment of other investments is described in more detail in Note 4
“Significant accounting judgements and estimates”.

In 2017 financial expenses also included the discount effect of the purchase price
payable/future dividend for the acquisition of the remaining 15% of the shares in
Lokalaviserne @sterbro og Amager A/S.

Special items comprise termination benefit costs of North Media Aviser concerning
the dismissal of 26 employees in connection with a major restructurings and the
abolishment of many positions, for example, because newspaper titles issued for
weekends have been closed down.

Furthermore, termination benefit costs have been incurred as part of changes in
Management of BEKEY and FK Distribution.

In 2017, the line item included termination benefit costs for North Media Aviser,
where 20 employees in total left. The line item also included an adjustment of the ac-
quisition price payable relating to the acquisition of the remaining 15% of the shares
in Lokalaviserne @sterbro og Amager A/S.

Profit from the sell-off of hdndvaerker.dk and net compensation arising from the
Emply case were recognised as special items. Also, goodwill, which was calculated
when Mesto was recognised as a subsidiary when the equity interest was increased
from 34.6% to 66%, was written down by DKK 3.6 million to DKK 0 million due to the
uncertainty about future earnings. The write-down too has been recognised as a spe-
cial item.
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14 Income tax

2018 2017
DKKm DKKm
Tax on profit/loss for the year
Current tax charges 10.8 3.4
Change in the deferred tax charge 6.5 -2.5
Adjustment of tax concerning prior years 0.0 -0.3
Total tax on profit/loss for the year 17.3 0.6
Tax on profit/loss for the year
Computed tax on the profit/loss before tax 22.0% (2017: 22.0%) 16.1 6.3
Tax effect of:
Used tax loss carry-forward 0.0 1.9
Adjustment of purchase price payable 0.0 0.5
Loss not included in joint taxation 0.4 0.0
Other non-deductible expenses 0.2 0.4
Share-based payment -0.3 -0.3
Share of profit/loss after tax of associates -0.2 0.5
Fair value adjustment of other investments 1.1 -0.9
Tax-free gain on sale of company 0.0 -0.8
Non-capitalised tax loss carry-forward 0.0 -8.3
Loss adjustment on disposal of companies 0.0 0.8
Adjustment of prior years' taxes 0.0 -0.3
Impairment loss on goodwill 0.0 0.8
Total tax on profit/loss for the year 17.3 0.6
Effective tax rate 23.7% 2.1%

North Media A/S is jointly taxed with Baunegard ApS. Baunegard ApS is the admin-
istration company which attends to payment of income tax, including tax prepayment.
Income tax payable is settled with the administration company.
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15 Earnings per share

2018 2017

DKKm DKKm

Net profit/loss for the year - total 55.8 28.0
Minority interests' share of consolidated profit/loss 0.6 0.6
The North Media Group's share of net profit/loss for the year 56.4 28.6
Average number of shares (in millions) 20.1 20.1
Average number of treasury shares (in millions) 1.1 1.4
Average number of shares in circulation (in millions) 19.0 18.7
Average dilution effect of outstanding share options 0.0 0.3
Average number of diluted shares in circulation (in millions) 19.0 19.0
Earnings per share (EPS) - total 3.0 1.5
Diluted earnings per share (EPS-D] - total 3.0 1.5

The calculation of diluted earnings per share includes 28,000 share options (2017: in-

cluded 150,000) that have been (have not been) in-the-money but which may poten-

tially dilute future earnings per share. The previous share option programme expired

in March 2018. The new share options granted in August 2018 are described in more

detail in Note 7 and have not been in-the-money since granted.

16 Dividend per share

The Board of Directors recommends to the Annual General Meeting to be held on 29
March 2019 that dividend of DKK 3.00 per share in the nominal amount of DKK 5 each
be paid for the financial year 2018. This is equivalent to a total distributed amount of
DKK 60.2 million (2017: DKK 1.50 per share and DKK 30.1 millions).
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17 Intangible assets and property, plant and
equipment

Assets with an indefinite life
Assets with an indefinite life are not amortised, but are instead subject to an annual
impairment test. Goodwill is by definition an asset with an indefinite life.

Other intangible assets comprise distribution rights and trademarks acquired in con-
nection with acquisitions. For some of these assets, the Group cannot foresee a limit
to the period over which the assets may be expected to generate future economic
benefits for the Group. In these cases, the lives of the assets are therefore deemed
indefinite, for which reason they are not amortised. Other intangible assets the lives
of which are deemed limited are subjected to amortisation.

The Group’s total goodwill of DKK 39.1 million includes DKK 19.6 million attributable
to FK Distribution and DKK 19.5 million attributable to BoligPortal. Indefinite life in-

tangible assets, aside from goodwill, total DKK 2.9 million and relate to FK Distribu-
tion.

Impairment test

When preparing the financial statements, goodwill and intangible assets were tested
for impairment for the following “Cash Generating Units” (CGU] holding intangible
assets:

e FK Distribution
¢ BoligPortal

The recoverable amount for the individual cash-generating units to which goodwill
and otherintangible assets have been allocated is stated based on computations of
the units’ value in use. There has been no indication of impairment in this respect.

In 2017, goodwill of DKK 3.6 million arising from the recognition of Mesto.ua as a
subsidiary was written down for impairment. The impairment loss was recognised in
special items in the income statement.

FK Distribution

For FK Distribution, the impairment test shows a value in use considerably exceeding
the value of its non-current assets and working capital, as a result of which there
has been no reason to write down intangible assets related to this CGU.

As expected, FK Distribution’s EBITDA has been surging in 2018 and amounts to
close on DKK 150 million. Outlook for 2019 is evident from the guidance. In the con-
text of the value of goodwill and intangible assets only totalling DKK 22.5 million, no
impairment risk is deemed to exist as long as FK Distribution’s fundamental busi-
ness can be upheld.

This expectation is mainly based on 2019 and the years ahead succeeding in sustain-
ing reasonable earnings. It is also expected that FK Distribution will develop new
online activities to compensate in whole or in part for a generally declining printed
matter market. The investment requirement has been low in 2018, and it is expected
to remain low in 2019 and onwards. Should the foundation of FK Distribution’s busi-
ness cease to exist, intangible assets in the total amount of DKK 22.5 million would
have to be written down.

BoligPortal

BoligPortal is Denmark’s largest housing advertising portal, whose positive earnings
have gone up throughout the years. Earnings of BoligPortal are expected to continue
to develop positively, and there has been no indication of impairment of goodwill or
otherintangible assets related to this site. Reduced earnings of even 20% would not
affect the indication of impairment. For as long as BoligPortal remains market
leader, no write-down of goodwill or other intangible assets is estimated to be nec-
essary.

Assumptions underlying impairment models

The impairment model for FK Distribution and BoligPortal builds on the 2019 budget
which is projected four years based on estimates of future developments in these
two CGUs.

For the subsequent terminal period, a growth factor of a negative 4% was used in
2018 (2017: a negative 4%) for FK Distribution. This decline is smaller than the mar-
ket decline expected for the distribution market, and is attributable to the Group’'s
products being expected to fare better than the general print ad market.

For CGUs in North Media Online, a growth factor of 2% is used in the terminal period
(2017: 2%). The tax rate used in both models is 22.0% (2017: 22.0%).

The impairment test was performed for each CGU by comparing the carrying amount
of intangible assets and property, plant and equipment and net working capital with
the discounted values of future cash flows. As part of the impairment test, different
discount rates are used, see below:

North Media A/S Annual Report 2018 | 79



North Media

Discount rate Other segments Online
2018 after tax 8.2% 10.7%
2018 before tax 10.5% 13.7%
2017 after tax 8.2% 10.7%
2017 before tax 10.5% 13.8%

The discount rate is composed of a debt element and an equity element. For North
Media Online only an equity element, however, as assessments are that it would be

difficult to obtain debt financing for the online business. The equity element has been

determined on the basis of a risk-free interest rate plus a market risk premium
weighted by an expected equity element. Similarly, the debt element is based on the
interest rate on loan capital weighted by an expected debt element.

The impairment model is not sensitive to any increase of the discount rate. If the dis-

count rate is raised by 3%, this would not lead to any increase in impairment loss.
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17 Intangible assets and property, plant and equipment

Other intangi- Intangible Land and Investment  Plant and ma- Fixtures and

Goodwill ble assets Software assets total buildings property chinery fittings PPE total
DKKm
Costat 1 January 2017 130.4 109.2 97.8 337.4 436.5 0.0 178.7 110.6 725.8
Additions for the year 3.6 9.0 0.0 12.6 0.6 0.0 27.0 4.8 32.4
Disposals for the year 25.1 7.8 2.0 34.9 0.0 0.0 0.0 7.5 7.5
Cost at 31 December 2017 108.9 110.4 95.8 315.1 437.1 0.0 205.7 107.9 750.7
Depreciation and impairment losses at
1 January 2017 91.3 94.4 96.9 282.6 169.9 0.0 144.0 101.0 414.9
Depreciation for the year 0.0 7.7 0.6 8.3 8.3 0.0 8.6 3.6 20.5
Impairment loss for the year 3.6 0.0 0.0 3.6 0.0 0.0 0.0 0.0 0.0
Disposals for the year 25.1 7.8 2.0 34.9 0.0 0.0 0.0 6.7 6.7
Depreciation and impairment losses at 31
December 2017 69.8 94.3 95.5 259.6 178.2 0.0 152.6 97.9 428.7
Carrying amount at 31 December 2017 39.1 16.1 0.3 55.5 258.9 0.0 53.1 10.0 322.0
Costat 1 January 2018 108.9 110.4 95.8 315.1 437.1 0.0 205.7 107.9 750.7
Reclassification 0.0 0.0 0.0 0.0 -62.5 62.5 0.0 0.0 0.0
Additions for the year 0.0 0.0 1.6 1.6 3.3 10.0 10.2 1.0 24.5
Disposals for the year 0.0 0.0 12.9 12.9 2.3 0.0 0.2 21.2 23.7
Cost at 31 December 2018 108.9 110.4 84.5 303.8 375.6 72.5 215.7 87.7 751.5
Depreciation and impairment losses at
1 January 2018 69.8 94.3 985 259.6 178.2 0.0 152.6 97.9 428.7
Reclassification 0.0 0.0 0.0 0.0 -55.8 55.8 0.0 0.0 0.0
Depreciation for the year 0.0 3.7 0.4 4.1 8.2 0.1 12.0 3.0 23.3
Disposals for the year 0.0 0.0 12.9 12.9 2.2 0.0 0.1 20.6 22.9
Depreciation and impairment losses at 31
December 2018 69.8 98.0 83.0 250.8 128.4 55.9 164.5 80.3 429.1
Carrying amount at 31 December 2018 39.1 12.4 1.5 53.0 247.2 16.6 51.2 7.4 322.4
Depreciated over (years) - 1-10 years 3-5 years 20-50 years 35 years 5-10 years 3-5 years

In 2018, other intangible assets include DKK 2.9 million worth of assets, which are considered to have indefinite lives, for which reason they are not amortised (2017: DKK 2.9
million]. Other intangible assets are amortised over a period of one or ten years.
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Investment property

As part of Helsinggr Dagblad’s vacation of the Elsinore property, this property has
been reclassified to investment property from 1 July 2018. The property has under-
gone massive renovation before the Municipality of Elsinore moved in on 1 November
2018. DKK 10 million has been capitalised for this property, whereas approximately
DKK 3 million has been taken to profit or loss as maintenance and recognised in the
item “Unallocated income/expenses”. Some DKK 2 million in renovation costs re-
mains unpaid, which will be paid in 2019, and most of the amount will be capitalised.

The property is recognised and measured at cost less accumulated depreciation and
impairment losses. Fair value of the property has been calculated at DKK 16.6 mil-
lion using a return- based cash flow model based on expected net cash flows, by ap-
plying a required rate of return that reflects current market required rates of return
for similar properties. An external valuation expert has not been engaged to deter-
mine the fair value.

Principal items in subsidiaries holding minority interests

2018 2017

DKKm DKKm

Rentalincome 0.3 0.0
Direct operating expenses of rented areas -0.3 0.0
Direct operating expenses of non-rented areas 0.0 0.0
Renovation costs -3.1 0.0
Profit/loss before interest and tax -3.1 0.0

18 Subsidiaries

The Group’s subsidiaries are evident from the group chart on page 98. There is no
difference between equity interest and share of voting rights in any of the Group’s
companies. Subsidiaries holding minority interests are listed below.

Minority interests
Registered office 2018 2017

2018 2017
DKKm Mesto Mesto
Revenue 0.7 0.3
Net profit/loss for the year -2.0 -1.7
Comprehensive income -2.0 -1.7
The Group’s share of profit/loss for the year -2.0 -1.1
Minority interests’ share of profit/loss for the year -0.6 -0.6
Balance sheet
Non-current assets 0.0 0.0
Current assets 0.4 1.5
Current liabilities -0.4 -0.6
The Group's share of equity 0.0 0.6
Minority interests' share of equity 0.0 0.3
Contingent liabilities 0.0 0.0
Cash flow statement
Cash flows from operating activities -1.1 -1.7
Cash flows from investing activities 0.0 0.0
Cash flows from financing activities 0.0 0.0
Increase/decrease in cash and cash equivalents -1.1 -1.7
Dividend paid to the Parent 0.0 0.0
Dividend paid to minority interests 0.0 0.0

Subsidiaries
Mesto.ua Ukraine - 34.0%
From 1 July 2017 to 30 September 2018, Mesto.ua was recognised as a subsidiary,
see Note 39. From 1 October 2018, Mesto.ua is again designated as an associate.

There has not been any transactions with the subsidiary Mesto.ua, for which reason
there are no eliminations etc. either.

Significant restrictions in the Group’s access to transacting with its assets

The Group is not subject to restrictions on access to transacting with its assets or re-
paying its liabilities.
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19 Investments in associates

Equity interest

Key figures for individual, significant associates

Registered

office 2018 2017
Significant associates
Lead Supply ApS Aarhus 50.0% 50.0%
Refer to the group chart on page 98
Value in associates 2018 2017

DKKm DKKm

Net asset value at 1 January 10.2 13.6
Additions for the year 1.5 0.6
Disposals for the year 0.0 -1.6
Share of profit/loss before tax 1.1 0.9
Share of tax -0.3 -0.3
Impairment loss 0.0 -3.0
Net asset value at 31 December 12.5 10.2

In 2018, DKK 1.5 million was contributed to Lead Supply to support its continued

growth. DKK 0.6 million was injected in Mesto in 2017 prior to the capital contribution
of DKK 3.7 million, entailing that the company was recognised as a subsidiary. Effec-

tive from 1 October 2018, Mesto was re-designated an associate after the Group’s

equity interest was reduced to 49.3%. As an associate, Mesto has been recognised at

DKK 0.

Lead 2018 Lead Insignifi- 2017

supply Total supply cant Total
Equity interest 50.0% - 50.0% - -
Revenue 69.2 - 60.5 - -
Profit for the year 1.8 - 2.1 - -
Comprehensive income 1.8 - 2.1 - -
The Group's share of
comprehensive income 0.9 0.9 1.1 -3.5 -2.4
Balance sheet
Non-current assets 3.5 - 0.0 - -
Current assets 12.7 - 11.9 - -
Non-current liabilities 0.0 - 0.0 - -
Current liabilities -7.9 - -7.8 - -
Net assets (equity) 8.3 - 4.1 - -
The Group's share of equity in
associates (book value) 12.5 12.5 10.2 0.0 10.2
Transactions with associates
Dividend received from associates 0.0 - 0.0 - -
Capital increases/acquisition of
equity interests 1.5 1.5 0.0 0.6 0.6
Investments transferred to subsidiary 0.0 - 0.0 -1.6 -1.6
Contingent liabilities 0.0 - 0.0 - -

The Group has a non-recognised share of losses in associates (Mesto) of DKK 0.1
million from 2018. No non-recognised losses exist from prior years.

None of the associates are subject to limitations with respect to distribution of cash
dividends aside from the general requirements for propriety of dividends under Dan-

ish company law.
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20 Inventories

21 Trade receivables

2018 2017

DKKm DKKm

Manufactured goods and goods for resale 3.9 8.4
Write-down of finished goods -0.3 -2.9
Total inventories 3.6 5.5

2018 2017

DKKm DKKm

Trade receivables 86.4 86.4
Write-downs -3.4 -5.5
Trade receivables, net 83.0 80.9

DKK 0.4 million worth of finished goods exist that are expected to be sold more than
12 months after the balance sheet date. (2017: DKK 1.8m). DKK 7.6 million in cost of
sales has been recognised in direct costs (2017: DKK 7.2m).

The "Credit risks” section in Note 37 contains a specification of due receivables and
the related impairment loss.

In the financial year under review, interest income totalling DKK 0.0 million was rec-
ognised with respect to receivables written down (2017: 0.0 million).
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22 Deferred tax

2018 2017
DKKm DKKm
Deferred tax at 1 January, net -1.8 -0.2
Deferred tax included in net profit/loss for the year 6.5 -2.5
Deferred tax from divested company 0.0 0.9
Deferred tax at 31 December, net 4.7 -1.8
2018 2017
DKKm Assets Liabilities Total Assets Liabilities Total
Intangible assets 2.6 6.5 -3.9 3.5 6.4 -2.9
Property, plant and equipment 1.1 1.7 -0.6 2.4 1.2 1.2
Current assets 0.5 0.7 -0.2 0.6 0.9 -0.3
Non-current liabilities 0.0 0.0 0.0 0.0 0.7 -0.7
Tax loss carry-forwards 0.0 0.0 0.0 4.5 0.0 4.5
Total 4.2 8.9 -4.7 11.0 9.2 1.8
Set-off of deferred tax assets and deferred tax liabilities within the same legal tax units and ju-
risdictions 8.9 8.9 0.0 9.2 9.2 0.0
Deferred tax liabilities at 31 December -4.7 0.0 -4.7 1.8 0.0 1.8
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23 Equity

Number in thousands Nominal value DKK'000
Share capital 2018 2017 2018 2017
Number of shares at 1 January 20,055 20,055 100,275 100,275
Number of shares at 31 December 20,055 20,055 100,275 100,275

The share capital consists of 20,055,000 shares of DKK 5.00 nominal value each, fully paid in. No shares carry special rights.

2018 2017
Numberin  Nominal value % of share Numberin  Nominal value % of share
Treasury shares thousands DKK'000 capital thousands DKK'000 capital
At 1 January 1,205 6,025 6.0% 1,485 7,425 7.4%
Sold -105 -525 -0.5% -280 -1,400 -1.4%
At 31 December 1,100 5,500 5.5% 1,205 6,025 6.0%

North Media A/S is authorised by the company in general meeting to acquire a maximum nominal amount of DKK 15,041,000 of share capital. This authorisation runs until 26
March 2020.

North Media A/S has sold 105,000 treasury shares in the financial year 2018 as part of the exercise of a share option programme (2017: sold 280,000 shares).

The portfolio of treasury shares was acquired with a view to funding share options outstanding relating to the Group’s share option programme, see details in Note 7.

Reserve for treasury shares, hedging reserve and reserve for foreign currency translation adjustments

The reserve for treasury shares includes the accumulated purchase price of the Company’s portfolio of treasury shares. The reserve is dissolved for the portion of the portfolio of

shares that is cancelled or sold.

The hedging reserve includes the accumulated net change in the fair value of hedging transactions which meet the criteria for hedging future cash flows, with the transaction
hedged not having been carried out yet.

The reserve for foreign currency translation adjustments includes all exchange adjustments resulting from the translation of financial statements of entities using a functional
currency other than DKK as well as exchange adjustments relating to assets and liabilities which represent part of the Group’s net investments in such entities.
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24 Debt to financial institutions etc. 25 Fair value, interest rate swap

2018 2017 In 2018, the Group settled the outstanding interest rate swap by a cash payment of
DKKm DKKm DKK 12.1 million. Previously, the interest rate swap had been measured at fair value,
and the value adjustment had been disclosed in other comprehensive income,
Mortgage debt 131.1 132.1 whereas interest payments for the year had been recognised in financial expenses.
Carrying amount 131.1 1321
In connection with the settlement, the DKK 12.1 million has been recognised in finan-
Of which, floating rate (CIBOR-6loans) 0.0 72.5 cial expenses but carried back through other comprehensive income. Please refer to
Of which, fixed rate 131.1 59.6 Note 12.

Debt to financial institutions is included under the following items

in the balance sheet 26 P h . bl.
Non-current liabilities 126.6 125.4 urchase prlce paya S
Current liabilities 4.5 6.7
Carrying amount 131.1 132.1 2018 2017
DKKm DKKm
Nominal value 131.1 135.2
Net liability value at 1 January 7.6 9.7
Fair value 132.2 136.4 Payments e -4.6
Value adjustments 0.0 2.2
The Group’s mortgage loans were converted in 2018 from a 3% bond loan and a Cl- Discount effect of'the purchase price payable Ly 0.3
BOR-6 loan with an accompanying interest rate swap to all being cash loans that Total purchase price payable 0.0 7.6
carry an effective interest rate from 1.62% to 1.92%, excluding contributions. In con- )
nection with the loan conversion in 2018, previous debt discounts of DKK 3.0 million Current portion 0.0 7.6
were taken to profit or loss and recognised in financial expenses. Total purchase price payable 0.0 7.6
In 2017, the debt discounts of DKK 3.1 million related to borrowing had been recog- Specified as follows:
nised as part of the mortgage debt and amortised over the remaining time to ma- Purchase price payable, Lokalaviserne @sterbro og Amager A/S,
turity. Please refer to Note 37 for information on interest rate sensitivity and to Note see Note 12 Ly 7.6
Total purchase price payable 0.0 7.6

38 for information on the calculation of fair value.
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27 Contract Liabilities

All of the contractual obligation at 1 January 2018 has been recognised in revenue in

2018.

28 Other payables

30 Changes in working capital

2018 2017

DKKm DKKm

A tax (PAYE) etc payable to public authorities 1.2 1.3
VAT liability 9.6 12.9
Holiday pay obligation 32.7 315
Other debt 463 363
Total other payables 89.8 82.0

29 Adjustments for non-cash operating
Iitems

2018 2017

DKKm DKKm

Share of profit/loss in associates -0.9 2.4
Tax on profit/loss for the year 17.3 0.6
Amortisation and depreciation of assets 27.4 28.8
Gain/loss on disposals of assets 0.1 -0.3
Share-based payment 0.8 0.3
Special items, reversal 15.7 0.4
Special items, cash flow effect -15.7 5.4
Net financials 27.0 -1.1
Value adjustments, securities -5.2 -34.7
Total adjustments 66.5 1.8

2018 2017
DKKm DKKm
Changes in receivables etc -4.6 7.1
Changes in current liabilities 9.8 -10.6
Changes in working capital 5.2 -3.5
31 Investments in intangible assets and
property, plant and equipment
2018 2017
DKKm DKKm
Investment in software -1.6 0.0
Investment in land and buildings -13.3 -0.6
Investment in plant and machinery -10.2 -27.0
Investment in operating equipment, fixtures and fittings -1.0 -4.8
Total investments -26.1 -32.4
32 Development in liabilities
2018 2017
DKKm DKKm
Non-current liabilities at 1 January 125.4 131.8
Current liabilities at 1 January 6.7 7.2
Debt discount previously capitalised, recognised in profit or loss 3.0 0.0
Repayment of non-current liabilities -4.0 -6.9
Liabilities at 31 December 131.1 132.1
Of this short-term debt 4.5 6.7
Of this long-term debt 126.6 125.4
Liabilities at 31 December 131.1 132.1
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33 Operating leases and rental obligations

34 Contingent liabilities

The Group participates in a Danish joint taxation arrangement in which Baunegard
ApS serves as the administration company. According to the joint taxation provisions
of the Danish Corporation Tax Act, the Group is therefore liable for income taxes and
also for obligations, if any, relating to the withholding of tax on interest, royalties and
dividend for the jointly taxed companies. The total known joint taxation liability is evi-
dent from the financial statements of Baunegard ApS.

35 Security for loans

2018 2017
DKKm DKKm

Carrying amount for mortgaged properties provided as security for
the Group's mortgage debt 244.6 247.8

2018 2017

DKKm DKKm
Operating leases
Future minimum expenses related to operating leases:
Due within 1 year 1.5 0.7
Due within 1 and 5 years 2.7 1.4
Total 4.2 2.1
For operating leases, the following amounts have been recognised
in the income statement 1.2 0.6
Rental obligations
Future minimum lease payments related to rental obligations:
Due within 1 year 3.9 4.1
Due within 1 and 5 years 4.1 7.5
Total 8.0 11.6
For rental obligations, the following amounts have been recog-
nised in the income statement 4.2 25

The implementation of IFRS 16 Leases is expected to increase the Group’s balance
sheet total by around DKK 20-25 million, primarily from leasehold premises and sec-
ondarily from motor vehicles. The Group has only few external leasehold premises.
The effect on consolidated EBIT will be small.

36 Related parties

As a majority shareholder in North Media A/S’ Parent, Baunegard ApS, Richard
Bunck is subject to the disclosure requirements for related parties. During this fi-
nancial year and last financial year, there were no transactions with Richard Bunck
except for the payment of remuneration to the Board of Directors.

Baunegard ApS is wholly owned and controlled by Richard Bunck. This company is
an administration company in the joint taxation arrangement with North Media A/S
and manages payment/receipt of Danish income tax on behalf of the North Media
Group’s Danish companies. Baunegard ApS (registered in the Municipality of Fre-
densborg] prepares the consolidated financial statements, in which North Media A/S
and its subsidiaries are included.

Board Member Ulrik Holsted-Sandgreen is attorney-at-law and partner of the law
firm of Horten, which provides professional advisory services to the Company. There-
fore, Ulrik Holsted-Sandgreen may not be considered independent. In 2018, Horten
has invoiced the Group for total fees of DKK 4.7 million (2017: DKK 5,9 million).
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In the year under review, no transactions were made with the Board of Directors, Ex-
ecutive Board, managerial staff, significant shareholders or other related parties, ex-

cept for salaries, remuneration and exercised share options as set out in Notes 6 and
7.

North Media has transactions with associates and subsidiaries in the form of ordi-
nary business activities such as buying and selling services and internal rental
agreements.

Transactions with subsidiaries are eliminated in the consolidated financial state-
ments in accordance with the accounting policies.

2018 2017
DKKm DKKm

Transactions with associates
Lead Supply ApS, sale 1.4 0.4
Lead Supply ApS, puchase 0.3 0.0
Total 1.7 0.4

37 Financial risks

The Group’s handling of risks and risk management are described in detail in a sepa-
rate section in the management commentary. Supplementary information for under-
standing the Group’s financial risks is given below.

Liquidity risk

The Group’s cash reserves consist of cash funds in the total amount of DKK 70.7 mil-
lion (2017: DKK 40.3 million). In addition, the Group has readily negotiable securities
of DKK 256.5 million (2017: DKK 240.8 million].

The Group’s financial liabilities are due as follows:

Contrac- Within 3-

Carrying  tualcash Within 3 12 After 5
2018, DKKm amount flow * months months  1-5years years
Financial instru-
ments
Financial institu-
tions 131.1 173.2 1.9 5.7 30.0 135.6
Trade payables 44.0 44.0 44.0 0.0 0.0 0.0
Other payables 89.8 89.8 57.1 32.7 0.0 0.0
Liabilities at
31 December 264.9 307.0 103.0 38.4 30.0 135.6
2017, DKKm
Financial instru-
ments
Financial institu-
tions incl interest
rate swap** 145.2 184.0 3.0 9.1 458 126.1
Trade payables 43.6 43.6 43.6 0.0 0.0 0.0
Purchase price
payable, Note 26 7.6 7.6 7.6 0.0 0.0 0.0
Other payables 82.0 82.0 50.5 315 0.0 0.0
Liabilities at
31 December 278.4 317.2 104.7 40.6 45.8 126.1

*] The contractual cash flow for the interest rate swap has been included in figures for financial in-
stitutions as, in the Company’s view, this provides the truest and fairest view of the total cash flows
from the financing activity.

**] Contractual cash flows include known/fixed interest payments

Interest-rate risk

Itis group policy to hedge the interest-rate risk of the Group’s loans when the Group
believes that the interest payments can be secured at a satisfactory level compared
with the related costs. Until mid-2018, hedging has taken place through the use of an
interest-rate swap. In August, the Group’s loans were converted into new 20-year
and 30-year cash loans carrying a fixed interest rate of 1.5%. The Group’s mortgage
loans can be stated as follows:
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2018 2017
DKKm DKKm
1.5%, 20-year annuity loan maturing on 30 September
2038, cash loan 65.9 0.0
1.5%, 30-year annuity loan maturing on 30 September
2048, cash loan 65.2 0.0
Mortgage loan, settled in 2018 0.0 132.1
Fair value of interest rate swap, settled in 2018 0.0 13.1
Total mortgage debt including interest rate swap 131.1 145.2

Following the conversion and settlement of the previous interest rate swap, interest
expenses are heavily reduced. Interest expenses on the Group’s mortgage debt for
2019 are thus expected to amount to DKK 3.1 million, including contributions etc.

Fluctuations in the interest-rate level affects the Group’s bank deposits and the fair
value of the mortgage debt.

Cash debt on the mortgage loan is recognised in the balance sheet at the cash debt
outstanding, for which reason fluctuations in fair value are not recognised in the fi-
nancial statements. A 1% increase per year in the interest-rate level would reduce
fair value of the debt by DKK 12,8 million. Conversely, a decline in the interest-rate
level by 1% would only increase fair value of the debt by DKK 3,6 million, since the
cash loan can be redeemed by purchasing the underlying bonds (for 2017, an in-
crease in the interest-rate level by 1% would reduce fair value of the debt by DKK 0.5
million whereas a decline would have in-creased fair value of the debt by DKK 0.0
million).

The calculation of the Group’s interest-rate sensitivity is based on the following as-
sumptions:

e The sensitivity rates specified for the fixed-rate debt have been calculated on the
basis of recognised financial assets and liabilities at 31 December 2018.

e |tisassumed that the loans will be settled ordinarily as a 20-year and 30-year an-
nuity loan, respectively, based on a cash borrowing rate of 1.62% to 1.92%.

The Group’s cash and cash equivalents are mainly placed in the Group’s cash pool
account, on which negative interest is currently charged. The interest-rate risk of de-
posits is considered immaterial.

As to the Group’s financial assets and liabilities, the carrying amount may be allo-
cated on the following contractual dates of interest-rate adjustment or expiry, de-
pending on which date comes first, and how large a portion of the interest-carrying
assets and liabilities carry fixed or floating interest. The interest rate swap is in-
cluded in the table by the underlying debt and not fair value.

Between

Within 1 2-5 After 5 Average
2018, DKKm year years years Total duration
Bank deposits 70.7 0.0 0.0 70.7 1
Mortgage debt, fixed rate -4.5 -18.8 -107.8 -131.1 0
31 December 66.2 -18.8 -107.8 -60.4 -
2017, DKKm
Bank deposits 40.3 0.0 0.0 40.3 1
Mortgage debt, fixed rate -1.7 -7.4 -50.4 -59.5 5
Mortgage debt, floating rate -4.9 -19.8 -47.8 -72.5 1
Interest-rate swap 4.5 20.3 31.8 56.6 5
31 December 38.2 -6.9 -66.4 -35.1 -

Share price exposure

A major portion of the Group’s liquidity is placed in 17 different Danish and foreign
shares and share-based investment funds, see description in the Financial review on
page 30-31. A 10% change in the share price would influence pre-tax profit or loss
for the year and equity by DKK 25.7 million (2017: DKK 24.1 million). A 10% change in
the USD exchange rate compared to the exchange rate at 31 December 2018 would
influence profit or loss for the year and equity by DKK 12.5 million (2017: DKK 11.0
million). Please refer to page 30 in the Financial review for a more detailed descrip-
tion of returns and value at risk.

Currency risks
More than 97% of the Group’s activities are in Denmark and invoiced in Danish kro-
ner. There are minor activities in the UK, Sweden and Germany.

No significant direct trading takes place between business entities in different coun-

tries, and North Media is only insignificantly exposed to currency risks with respect
to cash flows from financial transactions and dividend flows with the exception of
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share price exposure, see above. An insignificant translation risk exists with respect
to consolidating and translating foreign subsidiaries’ financial statements to Danish
kroner, and in connection with the Group's net investments in these companies. The
maximum aggregate currency risk of the direct trading between business entities is
estimated to be DKK 1.0 million a year and is therefore not hedged.

The Group purchases newsprint for its newspaper activities. Newsprint is paid in
DKK, but the underlying purchase price is pegged to SEK and NOK. A 10% increase in
SEK and NOK on DKK would inevitably result in an increase in newsprint prices of
approximately DKK 1 million (2017: approx. DKK 1 million).

The Group has no noteworthy currency risks with respect to receivables and debt de-
nominated in foreign currencies at 31 December 2018 and 2017.

Credit risks

The Group is particularly exposed to credit risks vis-a-vis receivables and deposits
with banks. The maximum credit risk equals the carrying amount. The Group’s credit
risk policy ensures that its cash resources are spread across various asset types and
counterparties.

No noteworthy credit risks are considered to be associated with cash and cash equiv-
alents as the counterparties are banks designated by the Danish Financial Supervi-
sory Authority as systemically important financial institutions.

Outstanding receivables are regularly followed up on in accordance with the Group's
receivables policy. The write-down for expected loss on trade receivables is recog-
nised directly in profit or loss at the same time as the receivable based on a simpli-
fied expected credit loss model. The write-down is based on expected loss rates, ap-
plying historical experience, remaining time to maturity of the receivables,
knowledge of customers, etc. Furthermore, individual provisions are made if exter-
nal factors exist, such as bankruptcy or suspension of payment, that warrant this.

The Group has no significant risks relating to a single customer or business partner.
In accordance with the Group's credit risk assumption policy, all major customers
and other business partners are subject to continuous credit assessment. At 31 De-
cember 2018, total receivables of DKK 56.5 million are credit-insured with a maxi-
mum credit risk of DKK 11.7 million (2017: DKK 48.1 million credit-insured, and a
maximum credit risk of DKK 11.9 million).

Below are the Group’s trade receivables and related provisions for bad debts based
on the Group’s provision matrix. The expected loss rates are based on historical ex-
perience. FK Distribution generally has very small bad debt losses because of its
customer mix which consists of few, but very large customers, and because credit
insurance is taken out for outstanding receivables. The other segments are charac-
terised by having many small customers, for whom no credit insurance is arranged,
and consequently they experience a somewhat higher loss rate.

Not 31-60 61-90
2018, DKKm overdue  0-30 days days days > 90days Total
31 December 2018
Expected loss rate 0.0% 1.0% 20.0% 40.0% 96.0% -
Trade receivables 68.6 12.2 1.2 0.8 3.6 86.4
Expected loss 0.0 0.1 0.2 0.3 2.8 3.4
31 December 2017
Expected loss rate 0.1% 1.0% 23.0% 47.0% 96.0% -
Trade receivables 61.6 15.7 2.0 1.2 5.9 86.4
Expected loss 0.0 0.1 0.4 0.5 4.5 55

In the past three years, the Group’s bad debt losses have ranged between 1.4%o and
3.5%o0 of revenue, lowest in 2018, for which reason non-due outstanding receivables
are not considered to involve any significant risk. The financial year under review has
not seen any major changes in provisions for losses on receivables or identified any
material losses.

Capital management

Please refer to the section on capital resources in the management commentary
page 30 for a description of the Group's capital management.
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38 Carrying amount, financial assets and

liabilities

2018 2017

Carrying Fair Carrying Fair
DKKm amount value amount value
Trade receivables* 83.0 83.0 80.9 80.9
Other receivables** 3.8 3.8 3.5 3.5
Cash 70.7 70.7 40.3 40.3
Financial assets, measured at
amortised cost 157.5 157.5 124.7 124.7
Other investments 5.7 5.7 11.0 11.0
Securities 256.5 256.5 240.8 240.8
Financial assets, measured at fair value 262.2 262.2 251.8 251.8
Financial institutions 131.1 132.2 132.1 136.4
Trade payables 44.0 44.0 43.6 43.6
Other payables 89.8 89.8 82.0 82.0
Financial liabilities, measured at
amortised cost 264.9 266.0 257.7 262.0
Purchase price payable 0.0 0.0 7.6 7.6
Financial liabilities, measured at fair value
through profit or loss 0.0 0.0 7.6 7.6
Interest rate swap 0.0 0.0 13.1 13.1
Financial liabilities, used as hedging in-
struments 0.0 0.0 13.1 13.1

The fair value of listed securities has been calculated at the market price at 31 De-
cember 2018 and 31 December 2017, respectively, for the individual securities (Level
1).

The fair value for credit institutions has been calculated based on the market price at
31 December 2018 and 31 December 2017, respectively, based on the loans” underly-
ing bonds (Level 1), adjusted for North Media’s credit rsik. Because of North Media’s
financial position, the credit risk is deemed insignificant.

Interest rate swaps are measured using an income method where expected cash
flows are based on relevant observable swap curves and discounted using a discount

rate that reflects the credit risk of relevant counterparties (Level 2).

Fair value and fair value adjustments of other investments are described in detail in
Note 4 (Level 3.

Fair value of purchase price payable has been calculated using the fair value model
(Level 3). For more details, including the fair value adjustments for the year, please
refer to Notes 4, 12 and 26.

For other assets and liabilities, carrying amount is considered to equal fair value.

*] Depreciation method: Lifetime expected credit-loss (simplified method)
**] Depreciation method: 12 month expected credit-loss
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39 Acquired activities

Purchase of five local newspapers at 1 January 2017:

In connection with the purchase of five local newspapers in Copenhagen at 1 January
2017, assets, liabilities and contingent liabilities were calculated at fair value, see be-

Purchase of Lokalavisen Amager at 31 December 2017:
In connection with the purchase of Lokalavisen Amager at 31 December 2017, assets,
liabilities and contingent liabilities were calculated at fair value, see below.

Fair value at

time of acqui-
2017, DKKm sition
Intangible assets 2.5
Other payables -0.1
Net assets acquired 2.4
Goodwill 0.0
Acquisition cost 2.4
Net cash acquisition cost 2.4

low.

Fair value at

time of acqui-

2017, DKKm sition
Intangible assets 6.5
Other payables -0.6
Net assets acquired 5.9
Goodwill 0.0
Acquisition cost 5.9
Net cash acquisition cost 5.9

The identifiable assets were all allocated to customer relationships and are amor-
tised over 12 months. The purchased newspapers were integrated into the existing
editions of Sgndagsavisen for the first time on 3 February 2017. All weekend editions
were closed down in 2018, and attempts have been made to shift customers to the
mid-week edition.

The newspapers taken over had revenue in 2016 of approx. DKK 12 million.

The newspaper taken over had revenue in 2017 of approx. DKK 2.8 million. The iden-
tifiable assets were all allocated to customer relations and are amortised over 12
months. The purchased newspaper was integrated into the existing two editions of
Amager editions from 1 January 2018, after which the weekend edition was closed
down from 30 June 2018.
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Increase of the equity interest in Mesto.ua

In connection with the increase of the equity interest in the Ukrainian housing site
Mesto.ua from 34.6% to 66% in 2017, the company was included in the consolidated
financial statements at the time of obtaining control. Assets, liabilities and contin-
gent liabilities were calculated at fair value, see below:

Fair value at
time of acqui-
2017, DKKm. sition
Receivables 0.1
Cash 3.7
Trade payables -1.2
Net assets acquired 2.6
The proportionate share of minority interests’ net assets is recognised
Cash consideration for another 31.4% of the share capital 3.7
Minority share (34%) of net assets 0.9
Fair value of existing investments 1.6
Remuneration and minority interests 6.2
Goodwill 3.6
G
Cash acquisition cost -3.7
Share of cash and cash equivalents in the company after consolidation 3.7
Net cash acquisition cost 0.0

No goodwill has been recognised on the minority interest. In connection with the
yearly impairment test in 2017, goodwill was subsequently written down to DKK 0,
see Note 13.

40 Subsequent events

Until the presentation of the Annual Report on 7 February 2019, no events have oc-
curred which will affect users' interpretation of the Annual Report.

41 Authorisation of the consolidated
financial statements

At the Board meeting of 7 February 2019, the Board of Directors authorised this An-
nual Report for publication. The Annual Report will be submitted for approval at the
Annual General Meeting on 29 March 2019.
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Mads Dahl Mgberg Andersen
Chairman of the Board of Di-
rectors of North Media A/S
since 13 April 2018. Term of of-
fice expires in 2019.

Born: 1962

Executive positions held out-

side the North Media Group’s

companies:

e Sorika Advisor ApS, CEO &
Vice Chairman

&

Richard Bunck
Principal shareholder of North
Media A/S

Vice-Chairman of the Board of
Directors of North Media A/S
since 13 April 2018. Term of of-
fice expires in 2019.

Born: 1940

Executive positions held out-
side the North Media Group’s
companies:

e Fluimedix ApS, Chairman
Bunck Invest 1 ApS, CEO
Baunegard ApS, CEO
Leanlinking ApS, member
Invest 88%, CEO and mem-
ber

e Point of cow ApS, CEO

e o o o

Peter Rasztar
Executive Officer

Member of the Board of Direc-
tors of North Media A/S since
29 April 2005. Term of office
expires in 2019.

Born: 1944
No executive positions held

outside the North Media
Group’s companies.

Steen Gede

Member of the Board of Direc-
tors of North Media A/S since
25 April 2003. Term of office
expires in 2019.

Born: 1953

Executive positions held out-
side the North Media Group’s
companies:

e Benedicte Holding ApS and
two wholly-owned subsidi-
aries, CEO

e Holdingselskabet af 17. de-
cember 2004 and two
wholly-owned subsidiaries,
member

e Voxevaerket ApS, Chairman

e Social Food Holding ApS,
Vice-Chairman

e Continential Confectionery
Company LtD and wholly-
owned Danish subsidiary,
member

Ulrik Holsted-Sandgreen
Attorney-at-Law and partner at
Horten Advokatpartnerselskab

Member of the Board of Direc-
tors of North Media A/S since 4
April 2008. Term of office ex-
piresin 2019.

Born: 1970

Executive positions held out-

side the North Media Group’s
companies:

e AktivWind ApS, Liquidator
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Kare Stausg Wigh
Group Executive Director &
CFO, North Media A/S

Joined the Executive Board of
North Media A/S at 1 Septem-
ber 2006.

Born: 1969

Executive positions held out-
side the North Media Group’s
companies:

e Travelmarket A/S, member
e Bedrebilist.dk ApS, member

Lasse Ingemann Brodt
CEO of Forbruger-Kontakt A/S

Joined the Executive Board at
31 March 2018.

Born: 1973
No executive positions held

outside the North Media
Group’s companies.

Gorm Wesing Flyvholm
CEO of North Media Aviser A/S

Joined the Executive Board at 1
September 2016.

Born: 1965
No executive positions held

outside the North Media
Group’s companies.

Henrik Lgvig Jensen
CEO of North Media Online A/S

Joined the Executive Board at 1
January 2016.

Born: 1974

Executive positions held out-

side the North Media Group’s

companies:

e LixTechnologies ApS,
Chairman

Jannik Bray Christensen
CEO of BEKEY A/S

Joined the Executive Board at
14 May 2018.

Born: 1981
No executive positions held

outside the North Media
Group’s companies.
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Group chart at 31 December 2018

North Media A/S

CVR. no. 66590119

North Media Ejendomme ApS

CVR. no. 32883710

Forbruger-Kontakt A/S
CVR. no. 26899737

Tryksags-
omdelingen Fyn A/S
CVR. no. 27167780

BEKEY A/S
CVR. no. 27507980

‘ 100%

BEKEY
International A/S
CVR. no. 32663605

100%

100%
North Media Aviser A/S North Media Online A/S
CVR. no. 37520241 CVR. no. 12320647
‘ 100% 100% 100%
MatchWork
BoligPortal.dk ApS | Worf dCWi erA s
CVR. no. 26722535 CVR. no. 19429903
100% 100% 100%
Helsinggr . MatchWork
Dagblad A/S CVSRpIr:c?ngAASF;iM —  Danmark A/S
CVR. no. 86736713 Mo CVR. no. 25686675
100% 100% 100%
sandageaviseni/oy | Mesto Holding LLC MatchWork UK LtD —
CVR. no. 32883699
100% 49% 100%

Lead Supply ApS

 CVR. no. 35662448

50%
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Parent income statement

2018 2017

Note DKKm DKKm

Revenue 21.9 24.2
Staff costs 44 24.5 19.4
Other external expenses 45 8.2 18.0
Amortisation and depreciation 0.2 0.3
EBIT -10.9 -13.6
Share of profits/losses in subsidiaries 46 60.9 10.3
Financial income 47 5.2 34.7
Financial expenses 47 0.3 0.4
Profit/loss before tax 54.9 31.0
Tax for the year 48 -1.6 3.0
Net profit/loss for the year 56.6 28.0
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Parent balance sheet at 31 December

Assets

Equity and liabilities

Note 2018 2017
DKKm DKKm
Share capital 100.3 100.3
Retained earnings 51 333.1 321.8
Proposed dividend 51 60.2 30.1
Shareholders' equity 493.6 452.2
Trade payables 0.2 2.6
Payables to subsidiaries 242.3 229.0
Income tax payable 53 7.0 0.0
Other payables 54 8.1 4.9
Total current liabilities 257.6 236.5
Total liabilities 257.6 236.5
Total equity and liabilities 751.2 688.7

Rental obligations 55

Contingent liabilities 56

Related parties 57

Note 2018 2017

DKKm DKKm

Operating equipment, fixtures and fittings 0.9 1.0
Property, plant and equipment 49 0.9 1.0
Investment in subsidiaries 50 399.2 387.0
Securities 0.1 0.1
Deferred tax asset 52 0.2 0.5
Other receivables 3.8 3.9
Fixed asset investments 403.3 391.4
Total non-current assets 404.2 3925
Receivables from subsidiaries 32.9 20.8
Income tax receivable 53 0.0 2.6
Other receivables 0.0 0.0
Prepayments 0.8 0.8
Total receivables 33.7 24.2
Securities 256.5 240.8
Cash 56.8 31.2
Total current assets 347.0 296.2
Total assets 751.2 688.7
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Parent statement of changes in equity

Share Retained Proposed
DKKm capital  earnings dividend Total
Equity at 1 January 2017 100.3 315.5 0.0 415.8
Changes in equity in 2017
Foreign currency translation adjustments,
foreign subsidiaries and associates 0.0 0.1 0.0 0.1
Adjustments of investments in subsidiaries
and associates 0.0 2.1 0.0 2.1
Net profit/loss for the year 0.0 -2.1 30.1 28.0
Sales of treasury shares 0.0 5.9 0.0 5.9
Share-based payment 0.0 0.3 0.0 0.3
Total changes in equity in 2017 0.0 6.3 30.1 36.4
Equity at 31 December 2017/1 January
2018 100.3 321.8 30.1 452.2
Changes in equity in 2018
Foreign currency translation adjustments,
foreign subsidiaries and associates 0.0 0.0 0.0 0.0
Adjustments of investments in subsidiaries
and associates 0.0 10.2 0.0 10.2
Net profit/loss for the year 0.0 -3.6 60.2 56.6
Dividend paid 0.0 0.0 -30.1 -30.1
Dividend on treasury shares 0.0 1.7 0.0 1.7
Sales of treasury shares 0.0 2.2 0.0 2.2
Share-based payment 0.0 0.8 0.0 0.8
Total changes in equity in 2018 0.0 11.3 30.1 41.4
Equity at 31 December 2018 100.3 333.1 60.2 493.6
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Notes to the parent financial statements

42 Basis of accounting

The parent financial statements have been prepared in accordance with the provi-
sions of the Danish Financial Statements Act for reporting class D enterprises.

The Annual Report is presented in Danish kroner.
Accounting policies are unchanged compared with 2017.

No cash flow statement has been prepared for the Parent, see section 86(4) of the
Danish Financial Statements Act.

43 Accounting policies

The Parent’s recognition and measurement criteria are identical to the Group’s ac-
counting policies except in the following areas:

Income statement

Revenue

Revenue of the Parent is composed of intercompany management fees and rent to
the Group’s companies.

Profits or losses from investments in subsidiaries

The Parent’s profit or loss includes the proportionate share of the net profits or
losses of the individual group enterprises after full elimination of intra-group gains
or losses and net of amortisation of goodwill.

Balance sheet
Investments
Investments in group enterprises are measured according to the equity method in

the balance sheet at the proportionate share of net asset value plus goodwill regard-

ing such group enterprises.

Both in the consolidated financial statements and in the parent financial statements,

investments in associates are determined using the equity method inclusive of a

share of goodwill. In the parent financial statements, goodwill is amortised based on
the principles below.

Goodwill is measured at cost less accumulated amortisation and impairment losses.

Goodwill is amortised over its estimated economic life which is determined based on
Management’s experience of the individual business areas. Goodwill is amortised on
a straight-line basis over the amortisation period which is not more than ten years
and longest for strategically acquired companies with a strong market position and a
long-term earnings profile. Amortisation of goodwill is recognised in the income
statement under investments in subsidiaries.

The value of group enterprises and associates inclusive of goodwill is tested for im-
pairment in the event of any indication of impairment. The value of group enterprises
and associates is written down to the higher of value in use and net selling price of
the individual group enterprise or associate.

Subsidiaries and associates with a negative net asset value are measured at DKK 0
and any amount due from these companies is written down by the Parent’s share of
the negative net asset value to the extent that it is found to be uncollectible. Should
the negative net asset value exceed the amount due, the remaining amount will be
recognised under provisions to the extent that the Parent has a legal or constructive
obligation to cover the liabilities of the company concerned and a loss is expected to
follow from this.

Dividend
Dividend expected to be paid for the year is presented as a separate item under eqg-
uity.
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44 Employees and staff costs

Remuneration of the Board of Directors and

the Executive Board

2018 2017
number number
Average number of employees 19.0 16.0
2018 2017

Total amount of wages, salaries and remuneration for the
year: DKKm DKKm
Wages and salaries including holiday pay 17.3 13.0
Defined contribution plans 1.0 0.8
Other social security costs 0.1 0.0
Fee to the Board of Directors 2.4 1.4
Other staff costs 3.6 4.2
Total staff costs 24.5 19.4

Board of Executive

Directors Board Total
2018, DKKm
Wages and salaries 2.4 13.7 16.1
Defined contribution plans 0.0 0.8 0.8
Share-based payment 0.1 0.3 0.4
Retirement benefit plan 0.0 5.2 5.2
Total remuneration 25 20.0 225
Number of members 9 5 10

Board of Executive

Directors Board lalt
2017, DKKm
Wages and salaries 1.4 12.8 14.2
Defined contribution plans 0.0 0.7 0.7
Share-based payment 0.0 0.1 0.1
Total remuneration 1.4 13.6 15.0
Number of members 4 5 9
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45 Fee to the auditors appointed by the

Company in General Meeting

47 Financial income and expenses

2018 2017

DKKm DKKm

Statutory audit services 0.5 0.5

Non-assurance engagements 0.0 0.0

Tax services 0.0 0.0

Other services 0.2 0.1
Total fee to the auditors appointed by the Company in

General Meeting 0.7 0.6

46 Share of profits/losses in subsidiaries

2018 2017

DKKm DKKm

Share of profits/losses before tax 80.9 14.0

Share of tax -19.2 -2.2

Amortisation consolidated goodwill -0.7 -1.5

Total share of profits/losses in subsidiaries 60.9 10.3

2018 2017
DKKm DKKm
Financial income
Dividend 5.1 4.3
Net capital gains on shares 0.1 30.4
Total financial income 5.2 34.7
Financial expenses
Net capital loss on shares 0.0 0.0
Other financial expenses 0.3 0.4
Total financial expenses 0.3 0.4
48 Income tax
2018 2017
DKKm DKKm
Income tax for the year is composed as follows:
Current tax charges, incl financing charges 0.7 3.2
Adjustment relating to prior years 0.0 0.1
Changes in the deferred tax charge 0.3 -0.3
Total tax on profit/loss for the year, income 1.0 3.0
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49 Property, plant and equipment

50 Investments in subsidiaries

2018 2017

DKKm DKKm

Cost at 1 January 6.9 7.4
Additions for the year 0.1 0.0
Disposals for the year 4. 0.5
Cost at 31 December 2.6 6.9
Depreciation and impairment losses at 1 January 5.9 6.1
Depreciation for the year 0.2 0.3
Disposals for the year 4. 0.5
Depreciation and impairment losses at 31 December 1.7 5.9
Carrying amount at 31 December 0.9 1.0
Depreciated over (years) 3-5 3-5

2018 2017
DKKm DKKm
Cost at 1 January 767.4 752.4
Additions for the year 0.0 15.0
Disposals for the year 0.0 0.0
Cost at 31 December 767.4 767.4
Net write-down according to the equity method at 1 Janu-
ary -380.4 -352.8
Translation adjustments 0.1 0.1
Share of profit/loss for the year 59.0 11.8
Amortisation, goodwill -0.7 -1.6
Dividend received -59.0 -40.0
Other adjustments 12.8 2.1
Net write-down according to the equity method at 31 De-
cember -368.2 -380.4
Carrying amount at 31 December 399.2 387.0
Of which, goodwill 0.0 0.0
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51 Attributable, net profit/loss

53 Income tax payable

2018 2017

DKKm DKKm

Income tax payable at 1 January -2.6 -5.9
Current tax for the year 0.7 3.2
Adjustments for prior years 0.0 0.1
Tax payable under the joint taxation arrangement 15.7 0.8
Income tax paid for the year -4.1 -0.8
Income tax payable at 31 December 9.7 -2.6

54 Other payables

2018 2017

DKKm DKKm

A tax (PAYE) etc payable to public authorities 0.0 0.1
VAT liability 1.2 0.2
Holiday pay obligation 2.7 2.0
Other payables 4.2 2.7
Total other payables 8.1 4.9

2018 2017

DKKm DKKm

Retained earnings -3.6 -2.1

Proposed dividend 60.2 30.1

Net profit/loss for the year 56.6 28.0

52 Deferred tax

2018 2017

DKKm DKKm

Deferred tax at 1 January -0.5 -0.3
Deferred tax for the year included in net profit/loss for the

year 0.3 -0.2

Deferred tax at 31 December, net -0.2 -0.5

Specification of deferred tax: Assets Liabilities Total 2018

Property, plant and equipment 0.3 0.0 -0.3

Receivables 0.0 0.1 0.1

0.3 0.1 -0.2

Assets Liabilities Total 2017

Property, plant and equipment 0.4 0.0 -0.4

Receivables 0.0 0.1 0.1

Tax losses allowed for carry-forward 0.2 0.0 -0.2

0.6 0.1 -0.5
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55 Rental obligations

2018 2017
DKKm DKKm
Future total expenses related to rental obligations:
Due within 1 year 7.8 7.6
Due within 1 and 5 years 0.0 7.8
Total 7.8 15.4
With respect to rental obligations, the following amounts
have been recognised in the income statement: 7.6 7.4

56 Contingent liabilities

Reference is made to Note 34 to the consolidated financial statements concerning

contingent liabilities.

57 Related parties

Reference is made to Note 36 to the consolidated financial statements for a descrip-

tion of related party transactions.
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Group adresses

N (3
J 5

Parent

North Media A/S
Gladsaxe Mgllevej 28
DK-2860 Sgborg

CVR.no. 66590119
Telephone: +45 3957 7000
www.northmedia.dk

Subsidiaries

Forbruger-Kontakt A/S
FK Distribution A/S
Bredebjergvej 6

DK-2630 Taastrup

CVR. no. 26 899737
Telephone: +45 4343 9900
www.fk.dk

BoligPortal.dk ApS
Paludan-Miillers Vej 40B
DK-8200 Aarhus N
CVR.no. 26722535
Telephone: +45 7020 8082
www.boligportal.dk

Spirebox ApS

Gladsaxe Mgllevej 28
DK-2860 Sgborg

CVR.no. 36 435674
Telephone: +45 3957 7000

Tryksagsomdelingen Fyn
A/S

FK Distribution Fyn A/S
Ryttermarken 17 B
DK-5700 Svendborg

CVR. no. 27 16 77 80
Telephone: +45 6222 2222
www.fk.dk

MatchWork A/S

Gladsaxe Mgllevej 26
DK-2860 Sgborg

CVR. no. 19429903
Telephone: +45 3695 9595
www.matchwork.com

BEKEY A/S

Gladsaxe Mgllevej 28
DK-2860 Sgborg

CVR. no. 275079 80
Telephone: +45 4343 9900
www.bekey.dk

Associates

Lead Supply ApS
Paludan-Miillers Vej 40B
DK-8200 Aarhus N

CVR. no. 35 66 24 48
www.leadsupply.dk

Sendagsavisen A/S
Gammel Kongevej 60, 16.
DK-1850 Frederiksberg C
CVR. no. 3288 36 99
Telephone: +45 3957 7500
www.sondagsavisen.dk
www.minby.dk

MatchWork Danmark A/S
Gladsaxe Mgllevej 26
DK-2860 Sgborg

CVR.no. 2568 6675
Telephone: +45 3695 9595
www.matchwork.com

North Media Ejendomme
ApS

Gladsaxe Mgllevej 28
DK-2860 Sgborg

CVR.no. 32883710
Telephone: +45 3957 7000

Mesto.ua

Muri 18, 1st floor
Vinnica, 21050
Ukraine
www.mesto.ua

Helsinggr Dagblad A/S
H. P Christensensvej 1
DK-3000 Helsinggr
CVR.no. 86736713
Telephone: +45 4922 2110
www.helsingordagblad.dk
www.nsnet.dk

MatchWork UK Ltd.
Weltech Centre,
Ridgeway Welwyn Garden
City

Herts

AL7 2AA

United Kingdom
Telephone: +45 3692 9236
www.matchwork.com
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